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THE STATE DEPARTMENT AND THE IRAQ WAR

Thursday, October 25, 200'l

House of Representatives,

Committee on Oversi-qht and

Government Reform,

Washington, D.C.

The committee met, pursuant to cal1, ãL 10:01 â.r., in
Room 2L54, Rayburn House Office Building, Hon. Henry A.

Waxman Ichairman of the commit.tee] presiding.

Present : Representatives V{axman, Maloney, Cummings,

Krrr-i ni ch Tìerris of f llinois. Tiernev. C]¡\uvlrrrv¡r/ vqv l-S Ot f 1f rnorg , -,v,--vr t --ay, Watson, Lynch,

Higgins, Yarmuth, Braley, Norton, McCol1um, Cooper, Van

Hol1en, Hodes, Murphy, Sarbanes, We1ch, Davis of Virginia,
Burton, Shays, Mica, Platts, Cannon, Duncan, Turner,

Marchant, Westmoreland, McHenry, Foxx, Sali, and Jordan.

Staff PresenL: Phi1 Schiliro, Chief of Staff; phil

Barnet.t, Staff Director and Chief Counsel; Kristin Amerling,

General Counsel-; David Rapal1o, Chief Invest.igative Counsel;
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John V'Iil-l-iams, Deputy Chief Invest.igative Counsel; Theo

Chuang, Deputy Chief Invest.igative Counsel; Margaret Daum,

Counsel,. Suzanne Renaud, Counsel; Steve Glickman, Counsel;

Christopher Davis, Professional Staff Member,. Earley Green,

Chief Clerk; Teresa Coufal, Deputy Cl-erk; Matt Siegler,

Special Assistant; Caren Auchman, Press Assistant; EIla
Hoffman, Press Assistant; Leneal- Scot.t, Information Svstems

Manager; David Marin, Minority Staff Director ¡ Larry
Hall-oran, Minority Deputy Staff Direct.or; Jennifer Safavian,

Minority Chief Counsel for Oversight and Investigations;
Keith Ausbrook, Minority General Counsef; John Brosnan,

Mlnority Senior Procurement Counsel; Steve Castor, Minority
Counsel; A. Brooke Bennett., Minorit.y Counsel; Emil_e Monette,

MinorJ-ty Counsel; Christopher Bright, Minority professíonal

Staff Member; Nick Palarino, Minority Senior Investiqator and

Policy Advisor; Patrick Lyden, Minority parliamentarian and

Member Services Coordinator,. Brian McNicoll-, Minority
Communications Director; and Benjamin Chance, Minorít.y C1erk.
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The meeting of the committee wil_lChairman WAXMAN.

pfease come Lo order.

I¡üe have a very tight time constraint this mornj_ng, so I
wil-l- make a very f ew brief opening comments, and we wilr Lrave

Mr. Davis make his comments as well-.

I want to begin by thanking Secretary Rice for being

here today. I know she had to adjust her schedule to

accommodate t.his opportunity for our hearing.

The Iraq war is our Nation's top foreign policy
priority. This has al-so meant an extraord.inary sacrifice for
our troops and t.heir families. Over 3,800 of our soldiers
have been kiIled, and another 28,000 have been wounded. And

we have already spent over $450 billion on the vrar.

For most of this year, Congress has focused its
attent j-on on assessing the military surgie. Much less

attention has been devoted to evaluating the political
progress in Iraq. But almost every expert agirees that
polit.ical reconcil-íation is t.he key t.o achieving lasting
peace in .Iraq. As General Petraeus has observed, guote,

"There is no military solution to the problem like that in
Iraq. t' I think that is exactly right, and that is why it is
so important to assess what. the state Department. is doing in
Tracr and 1-n rrr¡flg¡stand the impaCts that corruptl-on,

mismanagement and Iax oversight are having on our mission.

Beginning in .Tuly, our committee has held a series of
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hearings on

l-ha Tr¡a'i

hearings to examine these issues. Vüe have hel-d

the Iraq Embassy, Btackwater and corruption in
mr_nr_strr_es.

These hearings and our investigaLion have raised

important questions: Is the Maliki government too corrupt to
succeed? Have t.he reckl-ess actions of private contractors

like Blackwater turned lraqis against us? Why did the State

Department select a Kuwaiti company under investigatj-on for
kickbacks and bribery t.o build the largest embassy in t.he

world? And can the State Department. account for over S1

billion spent on a conLract to train t.he Iraqi police?

The execut.ive office with direct responsibility over

these issues j-s the State DeparLment, and the official most

responsible for them is Secretary Rice. The quality and

effectiveness of her act.ions in Iraq and the State

Depart.ment' s management are a matter of urgent national_

concern/ and that is the focus of today's hearing.

This week, President Bush asked the American people to
spend another $46 billj-on in Ïraq. The President al-so is
continuing to ask our bravest Americans to risk their lives
t.here. As Congress evaluates these requests, we need Lo know

what the State Department j-s doing to combat corruption in
Iraq. We need to know whether the StaLe Department is
capable of real oversight. over Blackwater and ot.her

Government contracLors. And most of all, we need to know
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whether the mist.akes of the State Department have jeopardized

any chance for potit.ical success l-n Iraq.

Mr. Davrs, I recognize you.

fPrepared statement of Chairman Waxman follows:]

******** ïNSERT 1_1 ********
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Mr. DAVIS OF VIRGTNIA. Thank you, Mr. Chairman.

Secretary Rj_ce, welcome. Your t.estimony today will gj_ve

much-needed perspective and context to the complex oversight
issues being pursued by this committee. We appreciate your

being here.

The high-level-, resulLs-oriented outlook you bring t.o

our discussions has been missed by t.hose of us who want to
fix problems, not just. fix blame. So far, our hearings on

Iraq have thoroughly and loud1y described alleged

mismanagement failures and well-known challenges that have

led to no serious discussion about how t.o repair faulty
programs or disjoined processes. Pursuing only hal_f of our

mandate under House rul-es, it has been all oversight, no

reform. I hope our dialogue today will begin to right that
imbalance.

Effective Stat.e Department operations in Traq and

throughout the Middle East are critical_ to our national
security and our globaI strategic objectives. Military skill
and val-or open the door, but the path to victory in lraq,
however you define that term, can only be secured t.hrough

diplomatic and political dexterj-ty in a dangerous and

volatile environment. so it is essential that legitimate
questions about State's operational strength and agility
recelve sustained attention at the hiqhest. Ievels of the

Department.
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With the Secretary's presence here today, there shoul_d

be no question t.hat that is the case. Regarding the specific
issues before us--the use of private security contracLors,

the coordj-nation of anticorruption assistance, construction
of the Embassy compound in Baghdad, and barter efforts to
foster reconst.ruction and polit.ica1 compromise in
ïraq--secretary Rice and the Department have been proactive

in identifying issues, addressing problems, improving

performance and increasing accountabilit.y.

Today we need to hear more about those initiatives, and

we need to learn what the Department needs from t.his

commitLee and from this Congress to protect. and empower

America's diplomatic forces in lraq.
Yesterday, the Department released a report by a special

panel Secretary Rice appointed t.o review polici_es and

practices governing personal- protective servj-ces. The steps

recommended should improve coordination and management of
essentÍar securit.y functions in connection with critical-
diplomat.ic activit.ies. But more will be needed and more mustr

be done, as we look forward to hearing from t.he secretary how

the Department plans to keep that. role of security
contractors more closely in line with our larger goals in
Iraq.

Reports of construction problems and delays at the new

Embassy compound in Baghdad have to cause concerns, but



]-44

L45

L46

r47

L48

l-49

150

151

L52

153

L54

155

L56

L57

158

159

160

a6L

r62

163

L64

165

]-66

ro/

168

HGO298.000 PAGE

hrorries about cost overruns shoul-d not be among t.hem. The

initial çs92-million project was construct.ed under a

fixed-price contract, and any work required to fix
deficj-encies or meet specificatj-ons witl be completed at the

contractor's expense. The decision to expand what was

already the largest U.S. embassy in the world raises separare

fiscal and policy questions that I am sure the SecreLary is
prepared to address.

Regarding corruption, it. has to be conceded that no

amount of hancj-wrinoinct ôrvÀ feigned indignation here can

obscure the hard truth: The Unit.ed States did not brinq

corruption to lraq, and it hron't st.op when we l-eave.

Focusing on the extent of corruption, rather than the effect
of anticorruptj-on efforts, betrays a desire to publicíze
corrupLlon, not to help fix it. Efforts to refocus and

re-energize anticorruption programs in lraq are under way,

and we look forward to hearins more about them.

Yesterday, with characteristic t.act. and understatement,

t.he Secretary described to t.he Foreign Affairs Committee the

issues she was invited here to discuss as manaqemenE

challenges. But we have to acknowledge they are more than

that. We should have no ill-usions about the subtext of these

hearings.

Unable to reverse course, the Democratic strategy seems

to me to d.rill enough small holes in the bottom of the boat
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to sink the entire Ïraqi enLerprise, whil-e still claiming

undying support for the crew about to drown. As that

strategy unfolds, w€ should not underestimate the corrosive

impact of our di-plomatic standing on the moral-e of those

pursuing U.S. goals in Iraq when we gratuitously flog these

problems publicly without consLructive solutions.

Madam Secretary, you bring a productive, forward-looking

perspective to our discussion today. We thank you for your

continued cooperation with Oversight.

Thank you.

Chairman VüAXMAN. Thank you, Mr. Davis, for your

statement.

We are going to go right. t.o the Secretary.

Madam Secretary, it is the pract.ice of this committee to
nrrf a'l'l wifneggss under oath. So T wOuld l_ike tO ask r¡orr t-rr¿¿Jlç uv 4prt Jvs 9v

st.and and raise your right hand, if you would.

[Witness sworn. ]

Chairman WAXMAN. Thank you. The record will reflect
that you answered in the affirmative.

We are pleased to have you. And your prepared statement

will be made part of the record in its entirety.
Because of t.he time constrainLs that are placed upon the

committee, we are going to ask you to limit your oral
presentation to no more than 5 minutes. There will be a

l-ittIe clock in front of you. When there is l minute Ieft,
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it witl turn ye1Iow, and then when the time is up, it will
turn red.

There is a buLton on the base of the mike, so be sure ít.
is pressed in so that we will know it is working. And puI1

it as close to you as you feel you need to.
ñ1^--1, -.^,,rrrafr^ yL/u.
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OF THE HONORABLE CONDOLEEZZA RICE, SECRETARY OFSTATEMENT

STATE

Secretary RICE. Chairman Vüaxman, Representative Davis,

members of the committee, thank vou verv much.

And f hope, Chaj-rman Waxman, I won,t need the entire 5

minutes, because I'm really here to answer your questions.

I want to just make a few opening contextual poinus,

nonetheless. And that is to underscore the importance of

success in Iraq for American foreign policy and, ind.eed, for
our security and for that. of the world as a whole.

I also want to associate myself with something t.hat you

have said, which is that the success of our political efforts
in Iraq, the success of what civilians bring to the fight, is
absol-ut.ely crucial. And I want to acknowledge the hard work

of the men and women of t.he State Department, our f oreign

service, our civil service, our foreign service nat.ionals and

our contractors, who are playing an essential role j_n

carrying out our policies in Iraq and people who, frankly,
are in great danger. They are away from home, they are away

from friends, t.hey are avray from families, âs our mil_itary is
as we11. Arld yet, they serve shoulder to shoulder with our

miliLary, some of them actually embedded with brigade command

teams, dodging IEDs, just as our military people do. They
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serve in an embassy in which they are subject to indirect
fire. They are operating in perhaps the most complex

circumstances that we have faced as a Department of State.

And t.hey do it with vaIor, they do it with dedication, they

do it with grêat patriotísm. And everything that we say

t.oday shoul-d remember that, because these are people f or whom

we want to give t.he very best support because they,re giving
it all to their Nation.

f want to note, too, that it's a complex and difficult
operating environment i-n lraq. This is a country that is
ra¡¡t¡ari nn f -Om deCadeS Of l- r¡r:nnr¡ Tl- i s rer.or¡ari nct f fgmsuvevup v! uJlqrr¡rJ. !ç !Ð !çvvvç!IIry

United Nat.i-ons sanctions under the Oil-for-Food programme

that, frankly, warped t.he economy and warped the society. It
is a country that didn't even have a functioning banking

system, something that we are stil_l_ trying t.o help them

establish. We are trying, through our programs, to help them

find skil-l-ed labor, skilled personnel, so that they can

establish the institut.ions of governance, the institutions of
management Lhat, frankly, after our long experience, we

simply take for granted.

These are difficul-t tasks in the best of circumstances.

r think if you read worl-d Bank reports or oLher reports about

trying t.o bring governance and management capabilit.y to young

states, !o1r will find that it is always hard. It is
extremely hard when you are working in what is essentially a



HGO298.000 PAGE

wartime environment.

And so, I just want to acknowledge the very hard work

and t.he dedication of our people. Arrd I' m no\,v prepared to
take your questions, Mr. Chairman.

Chairman IdAXMAN. Thank you very much.

we wil-l- proceed with 10 minutes by each side, controll_ed

by t.he chair and controlled by Mr. Davj-s, and then we will
move to 5-minut.e rounds

And the Chair wil_l- recognize himself .

Secretarr¡ Þi¡a ^ñô ^f my congefns/ aS we look at ffaq,
is that our troops are sacrificing their lives, our Nat.ion is
spending hundreds of billions of dorrars, Eo prop up a regrme

in lraq that looks l_ike it is fundament.ally corrupt.
our committee held a hearing on the corruption in rraq,

and at this hearing we heard f rom Judge Rad.hi Hamza al_-Radhi.

He told us some important. things at that hearing. He was

appointed as the commissioner of the rraq commission on

Publj-c rntegrity by Ambassador paur Bremer. Arrd stuart
Bowen, the speciar rnspector General in rraq, had nothing but
high praise for him, as did ambassador Lawrence Butrer from

your state Department. They paid tribute to his courag'e and

his tenacity, and they said that. his departure from the scene

in lraq was a real- blow.

At. that hearing, Judge Radhi described a rising epidemic

of corruption inside the Mal-iki government that is even
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funding the insurgency and undermining any efforts of
no'l i f i r-¡l rcr-ensiliation. He told us, and. f quote,. t¡v uv¿g uÐ / g

"Corruption in Iraq today is rampant. across the governmenc.,

costing tens of billions of dollars, and has infected
virtually every agency and ministry, including some of the

most powerful officials in Iraq, r' end quote.

ï assume you are av/are, Secretary Rice, that Judge Radhi

told us his investigators had ident.ified an enormous sum, $18

miIIion, thaL corrupt Ïraqi officials have stolen. Are you

aware of that?

Secretary RICE. Í' m a\^/are of Judge Radhj_'s testimony to
you, Mr. Chairman.

Chairman WAXMAN. Thank, vou.

He also told us that 31 people on his st.aff i^/ere

brutally assassinated when they tried to invest.igate these

corrupt of f icials. Vrlere you aware of that?

Secretary RICE. I'm aware of his testimony to you, Mr.

Chai-rman.

Chairman WAXMAN. And he test.ified that the family
members of another L2 of his staff ü/ere tort.ured and

murdered. V'Iere vou aware of that?

Secret.ary RICE. Again, f 'fll aware of his t.estimony to

Chairman WAXMAN. These are the lraqJ-s who are doing

exactly what we asked them to do. They are trying to create
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a funct.ioning government and democracy in Iraq. But they are

not the Iraqis running the government. In fact, Judge Radhi

and his family have been driven out of Iraq and have been

grant.ed humanitarian parole in the United States

Judge Radhi raised specific concerns about the int.egrity
of ïraq Prime Minister Nouri a1-Mal-iki. He told this
committee that Prime Mínister Maliki used secret orders tro

stop investigations of corruption of top Iraqi ministers,
including al-Maliki's own corrs'in s:l:m aI-Mal_iki, t.he former

mj-nister of transportation.

Do you know whether thj-s is true? Did prime Minister
Mal-iki intervene to obsLruct a corruption investigation of

his cousin, the transportatj-on minister?

Secretary RICE. Mr. Chairman, let me say that some of

the questions that you are asking may indeed get into areas

Ín which there are concerns about the exposure of sources.

Chairman WAXMAN. T don't want. you to expose any

a^r r rñê a

Secretary RICE. Yes.

Chairman WAXMAN. I am just asking you whether you are

aware that. Prime Minister Maliki intervened to obstrucc a

corruptiön investigatíon of his cousin, the transportation
minister.

Secretary RICE. Let me say that everything that has

been brought to the attention of either various boards in
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Iraq or to our people is being investigated.

Chairman WAXMAN. So you are aware of this aIlegat.ion,

and you are a\^/are t.hat this--
SecreLary RfCE. I am not personally following every

allegation of corrupt.ion in Iraq, Mr. Chairman, but I am

cert.ain that we are tracking these allegations of corruption,
because no one is more concerned about alleqations of
corrupt.ion in Ïraq, no one is more concerned about what is,
1n fact./ a pervasive problem of corrupt.ion, Lhan we are.

Chairman WAXI\4AN. Ilüe1l, you are the Secretary of State.

You are not tracking every incidence of allegations of
corrupti-on, but this is an allegation that the prime

Minister, â1-Mariki, has obstructed an investigation of hj-s

¡arrein l-l-ra f'vvupr¿r, e¿¡u -ransportation minister.
And we have thousands of Americans who are dyinq there.

we are spending hundreds of bill-ions of dollars in rrag t.o

prop up this government.

And l-et me just ask you this question again: Do you

know whether Prime Minister Maliki obstructed a corruption
investigation involving his cousin, t.he transportation
miníst.er?

Secretary RICE. Mr. Chairman, we investigate every--we

investigate allegations of this kind because we, more than

anyone/ are concerned about corruption in rraq and certainly
woul-d be concerned with an al-l-eqation of this kind.
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But I can't comment on this specific allegation. I
don't want to do so without reviewj_ng precisely what you are

talking about.

Chairman WAXMAN. Vüe1l-, you are investigat.ing it. This

has been a charge t.hat has been around for a while. The

questi-on is, what do you know? Do you know whether--

Secretary RICE. Mr. Chairman, f am--Mr. Chairman, I am

overseej-ng a very large organization, and we are determined

Lo look at allegations of corruption, the ones that. you are

talking about, the ones that we have found. We have many,

many hundreds of documents, hundreds of reports of
corruption. We investigaLe them all-.

But nothing is going to be gained by speaking

prematurely about allegations without fulIy invest.igating

them.

Chairman WAXMAN. V{el-I, this is a big deaI. This is the

Prime Minist.er of the country.

Secretary RICE. I agree with you; it,s a big deal.

Chairman WAXMAN. His government that vre are propping up

with the lives of our soldiers and the bil-l-ions of dol-Iars of
our taxpayers money--and this is not a minor accusaLj_on.

Now, let me ask you about. something eIse.

Secretary RICE. WeII, Mr. Chairman, precisely because

it's not a minor allegation, T think it is worth giving the

time to it to ful1y investigate it before discussing it.
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Chairman WAXMAN. Judge Radhi gave the committee copj-es.

of secret orders from Prime Minister Maliki's deputy. And I
had the secret orders, and we extended a copy to you. These

orders say that the Iraqi Commission on Public Integrity
cannot refer for criminal- prosecution the Iraqi president,

the Council of Mj-nisters or any current or former ministers,
without the Prime Minister's permission. In effect, this
order immunizes aIl- the most senior official-s in the Maliki
government from any corrupt.ion investigation.

Is this true? Is this what this order does provide?

And did Prime Minister Ma1iki's office issue orders

protecting current or past ministers fro- ¡nrrrrnt-inn

invest igations ?

Secretary RICE. Mr. Chairman, no one in lraq is going

to escape corruption probes. f don't care what kind of order
;^
fÞ- -

Chairman WAXMAN. No, Do. Are you aware of that order?

Secret.ary Rf CE. I believe that you are ref errj_ng to

somet.hing that ís--because there's an executive branch and a

Iegislative branch that. are treat.ed differently. Is that the

point?

Chairman WAXMAN. No. The point of the order is that
Prime Minister Mal-iki has issued an order saying that. he may

not be investigated, nor may his minister be ínvestigated, of

fuII corruption, which means they are immunized from

18

373

314

375

376

317

378

379

380

381

382

383

384

385

386

387

388

389

390

39L

392

393

394

395

396

397



HGO298.000 PAGE

anything- -

Secretary RICE. Vüe1l_, I can tell_ you- -

Chairman WAXMAN. Excuse me, Secretary. Excuse me.

Which means they are immunized from the investi_qation by

fha Tr.artiq r-hemselves, of corruptiOn. Are yOu aware Of that.

order? A¡d does it troubl-e you that such an order has been

issued?

Secret.ary RICE. V'Iell_, Mr. Chairman, I will have to get

back to you. I don'L know precisely what you are referring
to. It is our underst.anding that. t.he Ïraqi leadership is
not, indeed, immune from investigation.

Chairman VüAXMAN. Wel-l, we held this hearing on October

4th. The State Department sent Ambassador Butl_er to testify.
We went through all of this with him. Vüe even gave him

copies of this order. And I don't know if you are t.e11ing us

you haven't seen them or, now that you've seen themr 1zou

don't believe them.

Secretary RICE. No. I' m teIlíng you, Mr. Chairman,

that I will get back to you on this question. ff, in fact,
there i-s such an order, and if this order is meant to
immunize rat.her than to make certain that the investicration

is by appropriate bodies in Iraq, that would certainly be

concerning.

Chairman VüAXMAN. WeII, this order that was shown to us

by Judge Radhi, it was discussed at our October 4t.h hearing.
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We even asked Ambassador Butler from the State Departmenc

about it. And we expected you to come in and give us your

view of such an order. Because it, in a sense, says that you

bel-ieve everything is going to be investigat.ed in Iraq. They

are not planning to investigate corruption by t.he Prime

Minister or any of his ministers. And if that is the ord.er,

I think you ought to tell- us that you are as outraged as vre

are. Because we want corruption investigat.ed and noL just

left. for you to get back to us another time.

Secretary RïCE. Mr. Chairman, I have just stated that
it would not be the intention of the United States of America
F1^^Þ ^--- ^€Ê'i ^i 2r 'ì n Tvan .ì n¡'r rr¡rì næ Èrra prlme Minister, theulfaL aIIy UI I J-\-¿q¿ r¡f ¿! qy / -LII,U-L LlLf IiIg Llltj

Presrdent or members of the Council- of Representatives, would

be immune from investigation for corrupt.ion. I must. get back

to you on the specj-fics of the order that you are talking
about because I don't know whether there are other bases on

which people can be investigated.

But I will tell- you unequivocally that if there is a

situation which t.he Prime Minister or the President of the

Council of Representatives could escape investigation from,

concerning corruption, y€s, t.hat would be deeply concerning,

and it would not be an accept.able poticy, from the point of

view of the United States.

Chairman WAXMAN. Thank you very much.

I gather I have used pretty much my fulI 10 minutes. So
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\,ve will go to Mr. v'Ielch the first. time that. it comes around.

to the Democratic side.

I will- yield to Mr. Davis for his 10 minutes.

Mr. DAVfS OF VIRGINIA. Thank you.

Madam Secretary, let me just ask, would it be unusual

for senior Department official-s of any administrati-on,

Republican or Democrat, to make public accusations of
corruption about an a]ly where we are engaged in significant
milit.ary, diplomatic and political efforts? T meân what

would be the implications of publicly-
Secretary RTCE. WelI, Representative Davis, I wouldn,t

want to make public allegations about corrupti-on for anybody

unl-ess r could be cert.ain that they were substantiated,

corroborated. Arrd r would hope t.hat it woul-d be underst.ood

that the last thing that we want to do is to talk abouc

allegations rather than fu11y invest.igat.ing them, rather than

taking the time to see if they can be corroborated.

And that would, by the way, fol_low whether it was an

aIly or an adversary. r t.hink it is best for the integrit.y
of the united states that we noL simply engage in alregations
that may or may not be corroborated.

Mr. DAVïS OF VIRGINIA. WeII, IeL's turn to a more

proactive noLe. what are we doing to address corruption in
Iraq at. the diplomatic level?

secretary RrcE. vùell, wê undersLand that the corruption
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'r c â r-ìêr\râq'i \¡ê ïìrôl-ìlêm 'ìn Trerr Rrrl- ãa \z-r1 c:irl
' ì,- rrr !!qY. luut qÐ Jvu Ðq!s,

Congressman/ t.his didn't come \^/ith t.he United States. This

is a place that was, of course, a dictatorship. There was

corruption bef ore we got there. There \^ras, of course, the

Oil-for-Food Programme, which we know was a source of
considerable corruption--and, by the wây, not just corruption
of Iraqi officials, but corruption of a number of
internat,ional- of f icial-s as welI.

So what are we doing? Vrie are working very aggressively
with the Ïraqis. V'Ie've spent almost ç4i million in
anticorruption measures with them. we have supported their
j-nstitutions, the commission on pubric rntegrity, the Board.

of the Supreme Audit and t.he Inspector General. And t.here, s

an additional $350 million or so that is going into
rule-of-law programs.

But I just want to emphasize, in almost. every discussion

that I have with l-eaders, with f inance mi_nist.ers, with
ministers of defense from almost any country in the worrd.

that is not a mature democracy, corruption is a problem. And

it. is one of the issues that t.he president has been stronqesc

or, and that will be true about lraq as well.
Mr. DAVIS OF VIRGINIA. Do you think that the lraqi

government has the political- will to fight corruption, try to
put an end t.o it?

Secretary RICE. I do know that t.here are people in the
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ïraqi government who feel_ extremely strongly about

corruption, and they certainly feel strongly that. no official_
should be immune from prosecution or, indeed, from being

punished if corruption can be demonstrated.

And I wanted to say that the characterizat.ion of everv

Iraqi in the government as someone who is corrupt and

engaging in graft whire we admj-ttedty sacrifice, r wou]d just
challenge that there are any number of people in t.he Iraqi
government who also have lost family members, who every day

deal with assassinaLi-on and death threats. There are a l-ot

of very brave Traqis who are trying to make their country
l-raÈ F ^- .."^ 1 ìvçLuç! ¡ crÞ *=11.

Mr. DAVIS OF VIRGINIA. Thank you.

Let me turn to the issue of the privat.e contractors in
Iraq, particularly security contractors, because that is'
really under your ambit. How do you pran to increase the

coordination between agencies here and on the ground in rraq
with the securitv contractors?

Secretary RICE. WelI, T hras very grateful to the panel

that vüent out to Ïraq--Pat Kennedy, along with General

,foulwan, Ambassador Roy and Mr. Boswell. And they have come

back with a number of recommendations for a better
coordination where t.he Stat.e Department is concerned.

But f think the next sLep, Representative Davis, is that
we will sit \,úit.h the Def ense Department. Bob Gates and I522
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talked on the phone. He is travelling. We have asked t.he

deputy secretaries to establish some recommendations on

procedures for coord.ination, not just for State and Defense,

but there are multiple conLractors working in Iraq for other

agencies, other NGOs. And obviousl_y we need a

better-coordi-nated policy for all of them.

Mr. DAVIS OF VIRGINIA. All riqht.
Mr. Shravs?

I would yield some time to Mr. Shays.

Mr. SHAYS. Madam SecreLary, thank you very much for
coming.

I can't think of hardly anything this new Congress, ñy

Democratic colleagiues, have done to help our soldiers win in
Iraq and all-ow t.hem to come home succeeding, rather than

failing, Lo help the lraqi people live in a safe and free

Iraq, free from terrorism, free from foreign intervention.
T, frankly, can't think of hardly anyt.hing.

James

l^tân r

And I was struck by the comment of House Majority Whip

Clyburn, who said that, basically, if the Iraqi war

welI, iL would be bad for Democrats.

I have served on t.his committee for 20
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point out everything bad t.hat is going on.

What I would like to ask you is, what would be gained,
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how wil-l- our troops be safer, how will t.hey be able to
succeed if you did a frontal assault against t.he prime

Minister, accusing him of being corrupt? Tel_l me what will
be gained from that..

Secret.ary RICE. WeII, I see nothing that could be

gained from a frontal assault. But I want to repeat.,

Representative Shays, what I've said. Our view is t.hat

corrupt practices are unacceptable. And we,re working very

hard in difficul-t circumstances t.o help Iraq develop

procedures and not to al-l-ow people with impunity. So whoever

it is, they shoul-d not be engaged in corruption.
But to assaul-t. the Prime Minister of lraq or anyone else

in Ïraq with here-to-date unsubstantiat.ed allegatj_ons or l_ack

of corroboration in a setting that woul-d simply fuel- those

allegatJ-ons I think would be deeply damaging. And, frankly,
I t.hink it would be wronq.

Mr. SHAYS. Well, f have been to lraq 18 tj-mes, and

every time f have gone there, almost every time, I have been

told by American officials t.hat we are continuing to confront,

the Iraqi government on a whol-e host of issues, among which

is dealing with corruption at the highest. levels. We know

that we are doing that.. But to have you have to come before

a commlLtee of congress and decl-are t.hat the Prime Minister
is corrupt. blows me away. And I am grateful that you are

showing an incredible concern for our troops who are there.
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Let me ask you this. Congress recent.ly, in the Foreign

Affairs commit.tee/rnternational Relat.ions commitLee, passed a

resol-ution basically condemning Turkey of genocide. r happen

to be on tþat resolution, but I can,L imagine, for the life
of me, what gôod that wil-l do.

How will that help us work with the Turkish governmenL,

and how wil-l that help us have our troops in Iraq succeed?

And what are the consequences of t.hat resolution moving

forward?

Secretary RICE. Wel_l, w€ believe that the consequences

of that resol-ution could be quite dire.
First of all, u/e acknowledge the--and the presj-d.ent's

acknowledged--the mass killings that took place in 1915.

He's acknowl-edged that we consider t.hat a great tragedy.

We've al-so asked the Turks to work with the Armenians on

reconciliation and j-ncludinq reconcil_iatj-on about the

hJ-st.ory.

But it woul-d really damage our relations with a

democratic a1ly who is playing an extremely important

strategic role in supporting our troops through fncirlik and

through the movement of cargo. It would be damaging for a

democratic al1y, rea]ly one of the only democratic arries, a

bridge between the Middle East and the Western world, an

Tslamic, democratic at1y. And it would cert.ainly be very

damaging at a time when, as I'm sure we,re all followinq in
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the newspapers, tensions are already high with Turkey,

^nnnarnina 
Îv--aq.

so it would be deeply damaging. And r appreciate those

who, despite the difficulty of the vote, decided not to vote

for the resolution.

Mr. SHAYS. Thank vou_

Thank you, Mr. Chairman.

Th:nk r¡nrl Mr ñ:r¡i o¿¡¡s¿¡J! _/vs/ uqv LÐ.

Chairman WAXMAN. Thank you for your questioning.

Secretary Rice, before we continue, would you just pull
the mike up a little closer? The members are saying they are

having a difficult t.ime hearing you.

Mr. Welch, for 5 minutes.

Mr. WELCH. Thank you, Mr. Chairman.

Secretary Rice, if, in fact, Lhe evidence t.hat suggests

Prime Mj-nister Maliki is in fact protecting corrupt official_s
exists, do you believe that the American taxpayers have a

right to know? Yes or no on that?

Seerefary RICE. I believe verv gl¡nnaìrz r-l,r={- t'vuq!_ - . --J vvtv¿¡y¿y u¿¡qL, .irst of

all, the unit.ed states Government has a right to know, and

certainly the American taxpayers wil] have a right to know.

But, Congressman, I think we olve it to everyone to do

thorough investigations, not to respond to arlegations, not

to respond to uncorroborated evidence or uncorroborated

statements. Arrd I,m going to hol-d to that, because, not only
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is it potent.ially damaging to relationships that. we are very

dependent on, in terms of the allegations that are

uncorroborated, buL it's wrong. fL's simply not right to sit
in an open sess j-on and do that.

Mr. WELCH. If the American people have a right to know,

and you know what they have a right to know, when will you

tel-l- us what thev want to know?

Secretary RICE. What the American people need to be

assured of is that, if there is corruption, the Unit.ed St.ates

is, in fact, dedicat.ed to routing it. out. I want to just
emphasize t.hat--let's not take Ïraq in isolatj-on. Corruption
.i 

^ F^! -.1.,^Èr_s notr lustr a pervasl_ve--

Mr. WELCH. I do want to interrupt.
Secretary RICE. Let. me just finish my point..

Mr. V\ïELCH. No. The reason I want to--
Chairman V,IAXMAN. Secretary Rice, please. We only have

l-imit.ed time.

Secretary RICE. All right. Mr. Chairman, may I have an

opportunity, though, to finish my answers?

Mr. WELCH. My question is only about Iraq. We have

very limited time, Madam Secretary, and that is the reason

f crr mrz ì n.l- arrrrnl- ì nn+¡¡9ç!! qyurv¡¡.

Let. me ask you this. On your point that you foIlow up

and that you want t.o do t.horough investigations, w€ have

received informat.ion about this order chairman waxman asked
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about, that the Commission on Public Integrity, which is a

credibl-e group, can't refer for criminal prosecuLion the

Iraqi Council ministers or any current or former ministers
without the Prime Minister's permission.

My question to you is this: That obviousl_y interferes
with Iraq moving forward, with us moving forward. Vüi1I you

ask the President of t.he Unj-ted States t.o repudiate that
blanket grant of immunity that is contained in that order

after this hearing is over?

Secretary RICE. First of all, if I may complete the
oan+-an¡a r.?hich is that. we need to undersLand Ïraq in/ vy¿¡+v¡¡ ¿r gr¡qu vv9 ¿rççg Çv u¡¿gç!

context. Corruption isn'L just a pervasive j_ssue in lraq; it
is a pervasive issue with many count,ries in the world. And

we have been dedi-cated to rout.inq it out around the world.

Secondly, there are other boards and other instítut.Íons
in Iraq that are j-nvolved in investigating corruption, l_ike

the Board of Supreme Audit. and t.he Inspectors General. My

point t.o the Chaj-rman is that the Unit.ed States woul_d expect

and would, indeed, say to the lraqi government. that it
expects that no official woul-d be immune from investigation
or prosecutlon for corruption.

Mr. WELCH. That wasn't my question. My guestion is, if
this order t.hat gíves blanket authority to the Prime Minister
Lo block any prosecution stands and exists, wil-} you ask the

President, in furtherance of the need of the American
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taxpayer and the American soldier to know about corruption,

will you ask the President to demand t.hat the Prime Minister

repudiat.e and rescj-nd this order?

Secretary RICE. What. we have said, and I wil-l repeat,

the United States wil-l- not support a policy that would

prevent the investigation or the bringing to justice of any

officia] in lraq who--

Mr. WELCH. Do you believe that secret order does

interfere wit.h the formal, complete investigation? That is a

\¡êq alr rìô

Secretary RICE. There are other boards t.hat investigate

corruption, including the Inspector General. f will say--

Chairman VüAXMAN. Will the gentleman yield to me?

Mr. WELCH. Yes.

Secretary RICE. Congressman V'Ielch, I think it's
important that we t.alk to the Iraqi government and that we

repeat precisely what I've said. Il{e will not tolerate a

sit.uation--we woul-d not support a situation in which anyone

is immune--

Mr. WELCH. I will yield t.o the Chairman.

It sounds like we wil-l- tolerate, or the President. will-

tolerat.e, a blanket secrecy on invest.igations.

Chairman WAXMAN. That test.imony seems to be that you

think the ïraqi government can deal with it because of the

Council- on Public Integrity. But the man who was the head of
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it was driven out of rraq. He had 40 people who worked for
him kil-Ied. He told us that t.here was no one allowed co

investigate corruption in rraq. And we have this order from

al--MaIiki, himself, saying that, unless he personally

approves, Do one may be investigated.

You said you know of people in the rraqi government who

care about corruption. rs Prime Minister Maliki one of the

people that cares about corruption in lraq?

Secretary RICE. Prj_me Minister Mal_iki has made t.he

fighting of corruption one of t.he most important. elements of
h i c rrrrlñrâm

But I wil-l repeat ag'ain, Mr. Chairman: The United

st.ates of America does not support any policy that would make

ímmune from investj-gatj-on or prosecution any member of the

Iraqi grovernment., no matter how high.

Mr. WELCH. I have l_imited t.ime.

Madam secret.ary, the Tndependent commission on security
Forces, chaired by General Jones--you are familiar with him;

he is a credible person--he found sectarianism and corruption
pervasive in Iraq.

And there is a Stat.e Department report on this t.opic

that. chairman waxman asked for. rt was unclassified until he

asked for it, and it. became cl_assified. But. according to
press reports, that state Department report said that Mr.

Jabr, the minister of interior then at that tíme, that
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minj-ster was l- j-kened to a criminal- mob. That is according. to
press reports of the State Department investigation.

Is that. report true, or is it false?

Secretary RfCE. Congressman, at t.he time of the

Ministry of rnterior under that leadership, we had serious

concerns about the sectarian nature of that ministry. we had

serl-ous concerns about corruption in that ministry. we had

serious concerns about violence that might have been

emanating from that minist.ry. ft was one of the most

important efforts that we undert.ook with the lraqi
government, to try and change the nature of that ministry.

rt 1s absol-utely the case that there is much, much more

work to be done. The Ministry of rnt.erior ís st.irl- a real_

challenge. But, yês, we were very concerned. about.--

Chairman VüAXMAN. The gentleman,s time has expired.

Mr. Burton?

Mr. WELCH. Thank you, Mr. Chairman.

Mr. BURTON. First of all, Madam Secretary, f want to
apologize to you for the way some of the questioning is
taking place. You are not being prosecut.ed, and we are not

prosecutors. And so we will tTy, I hope, Lo give you an

opportunity to answer the questions clearly and thoroughry.

And T woul-d just. like to say to the Chairman, the Ìast
member went over about 2 minutes, and I hope he will be

lenient with the minority as well.

5Z

723

t¿+

725

726

727

728

t¿v

730

737

732

733

734

735

736

737

738

739

740

7 41-

742

743

744

745

746

747



HGO298.000 PAGE

Let me just sày, Madam Secretary--

Chairman WAXMAN. The Chair will be fair.
Mr. BURTON. I have about three questions, and I am not

going to belabor the issue, but I woul_d like for you co

answer them in sequence, if you wou1d..

First of all, I would l_ike for you to explain why it is
necessary to have contractors like they have, l-ike Bl_ackwater

and others over there. I would just like to know why you

think it is important.

Second, yesterday--I am on t.he ForeJ-gn Affairs
Commrttee, and f didn't get a chance to ask you a question,

so r woul-d like to talk abouL a related issue. And that has

to do with Israel, because it is all in the same area.

Pri-me Minister Sharon gave Gaza back t.o the

Palesti-nians. He bulldozed the settl-ements over t.here.

Hamas immediat.ely took that as a base of operation for
attacks on Israel. Now we, âs a government, are talking
about creating a Palestinian state.

And I would like to get an answer from you on how that
shoul-d proceed and whether or not the absol-ute guarantee of
securj-ty for Israel wil-1 be a part of any negotiatj-on. I
don't t.hink t.hat Israel, with our support, shoul-d be giving
up anything until it ís written in bl-ood that there wilr be

no more attacks and that rsrael will- have a right to exist.
Now, the other thinq I want. to talk about real
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quickly--and r wil-l- 1et you answer the questj-ons--is there

was an attack on September 6th by Israel on a nuclear

site--supposedly nuclear site. Nuclear expert.s have said

that that. úas, j-n their opi-nion, a nuclear site.
f would like to know what the admínistration is

recommending to Tsrael- and to others in that area to deal-

with the proliferation of nucl-ear weapons and, if \^ie find out

who i-t. was that sent them there, what we intend to do about

ir..
rFh=nÞ rrnl 1 \¡êr\/ mrr¡ì.rr rlalrÃ y \Jq v u! y lttuu¡r .

Secretary RfCE. Thank you, Congressman.

I can't comment on the reports concerning t.he f sraeli
strike. Let. me just say that if there is evidence anyprace

of proliferation, w€ are very actively engaged ín countering

that proliferaLion, whether it be through the proliferation
security initiative t.hat we have l-aunched , or taking down the

A.Q. Khan network, or insisting, with negotiations , for
instance, with Nort.h Korea, that it deal with its
proliferaLion activities. And so, if you don,t mind that,
that is as f ar as I can go on that j_ssue.

On the Palestinian state, we believe t.hat--and, by the

way, the Israelis, Lhemselves, have said that, since prime

Minister sharon's famous Hercul-ean speech in 2003, that it is
the case t.hat there shoul-d be a palestinian state. That is
the best way to secure the Jewish democratic state of rsrael.
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It can't be a state born of terror, which is why we have

insisted that it. be a leadership in the Palestinian

territories that is devoted to bringing its state about

peacefully. And f inally, the Unj-ted States, and especially
this President, is absolutely devoted to the security of

Israel-. hle have no intention of encouraging the

establishment of a state that woul-d leave a vacuum and create

a more dire security situat.ion for Israel.
As to the private security cont,ractors, we need them

because our people have to be able to move around in a very

dangerous environment. And l-et. me just noLe that, thank God,

so far, we have been able to provide that security to our

people; they have been able to move around. Vüe believe t.hat

we cannot take on all of those tasks with our own diplomat.ic
qo¡rrri+-r¡ n^r can Lhe milit.ary do that.. And that was justvvvs!+eJ /

reaffirmed by General Petraeus and Ambassador Crocker during

the recent visi-t. of the panel- to Baghdad.

But we do recogníze that there must be sufficient
oversíght, sufficient ru1es. And t.hat is why I have accepted

the recommendations of t.he panel on the private security
contractors.

Mr. BURTON. Let me just say real briefly that probably

many, many members of this committee and other committees

have gone to Iraq and been prot.ected by the contractors. And

I think many of us, oû both sides of the aisIe, will say that
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they have done an outstanding job. And f hope that the

investigation by the FBI, when it is concluded., will be given

to all of us, so we can really see what happened and know for
sure what is beinq done about it.

Are there any other members--I will yield to the

Chairman, or to Mr. Davis.

Mr. DAVIS OF VIRGINIA. Thank you.

I just looked at this document my friend from Vermont

was looking at, number 282, where it. says, referring to the

following parties, "The courts need t.o obtain the consent of
the state and Prime Minister. "

The way I read this document is they are trying to
consolj-date and control. It is a turf battle, and they just
don't wanL the thinqs--I think that. is a reasonabl_e

int.erpretat.ion of it, as wel-l, not that. they are trying to
stop corruption.

I don't know if you have any comments on that at all_.

Secretary RICE. Well, 1et me just repeat. We can 1ook

at this document. Vüe can look at the testimony of .fudge

Radhi. We know that there are problems with corruptíon.

Mr. DAVIS OF VIRGINIA. Absolutely.

Secretary RICE. But I don't see anything to be gained

by publicly discussing allegations that are not yet

investigated and proven, by publicly talking about things

that coul-d be rumor or unsubst.antiat.ed. If there are
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subsLantiated claims, then we're going to pursue them.

Arrd T just want to state again, Mr. Chairman, because

I'd l-ike to state it in my own words rather than having it be

stated for me: It is the policy of this administration--and

I'm quite certain that t.he President woul-d feel strongly
about this--that there shouldn't be corrupt officials
anywhere, and that no official, no matter how high, should be

immune from investigation, prosecution or, indeed,

punishment, should corrupti-on be found.

Mr. DAVIS OF VIRGINIA. Thank you.

Let me, Mr. Chairman, just foIlow up, if I coul_d, real
quick.

The Minist.ry of Oil is regarded as one of the most.

dysfunctional and corrupt ministries in rraq and the obst.acre

to security and peace in lraq. General James ,Jones, the head

of t.he Jones Commission, t.old the committee last week that it
is unacceptable that a ministry as dysfunctional and

sectarian and as possibly corrupt as t.he Ministry of rnterior
can be tolerated, given the high price we pay every day t.o

try to help that country try t.o find its place in the global
f=miIrz Qn r^zl""iratever the pressure points are that we have to
play or the United NaLions has to play or the internatíonal
community has to play in order t.o effect that kind of change,

we should do to that, in my view.
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and the international community applying that pressure?

SecreLary RICE. Yes, the Ministry of Oil is very much

of the problem. And, again, around the world, ministries of
oil in state-owned--raLher, state-owned oil enterprises tend

to be a problem, from this point of view.

v'Ie have encouraged the rraqis to have not just a strong

ministry but al-so strong coordination between the ministries
that. are involved in oil and gas: transportation, oil and

õâe a-l a¡r-r.ì^il-w. Ther¡/r¡e fOfmed a taSk fc¡rr-c fô t-rrr 1634p I r¡¿uJ ve lvltttçv q uqÞÀ lvIUç LU Lly

better coordinate between the ministries. And we have

undertaken a very major effort to try to help them improve

their execution, their Lraining of skitled personnel.

These are efforts that are under way with the Ministry
of Oil. It has been a problem, and we,ve been working on

precisely that. problem.

Chairman VüAXMAN. Time has exr:ired.

f just want to point. out that. the document that we have

that was given to us by Judge Radhi says, r'peace, mercy and

blessings of Al-lah be upon you. It. has been decided not to
refer any of the following parties to t.he court untj_I

approval of His Excellency, t.he Prime Minist.er, has been

obtained: one, presidential office; two, Council of
Mínist.ers; three, current and previous minist.ers . With

appreciation, " and. the official at the prime Minister, s

office.
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These are not unfounded atlegations. This is Nouri

al-Mariki's edj-ct, that no one ís going to be referred to
court until- he approves it.

Now, noL only are we worried about. corruption, but we

are worrj-ed about the corruption, tens of bil-lions of it,
going to supply the insurgents that are kirring Americans

whil-e other Americans are there f ighting- -arl_ Americans there
are fighting to keep prime Minister Maliki in office.

It is not just our concern about corruption around t.he

world. rt is our concern about corruption where Ameri_cans

ãrê ¿lr¡ì na l-aclrc Lry-Lrrg LU support a government that, it appears t.o many of
us, is so corrupt. that it doesn't have the support of its own

people.

SecreLary RICE. Mr. Chairman, may T respond?

Chairman WAXMAN. Certainly.
Secretary RICE. First of all, we,re not fighting to

keep Prime Minister Mal-iki in office. we are fighting to
herp the rraqis to develop a democratic government that can

provide for its people. prime Miníster Maliki is the leader
of rraq, who was, out of an electi-on process, made the prime

Minister of rraq by t.he rraqis, not by the united states. so

we're not fight.ing to keep hi-m in office. We,re trying co

support. the government of prime Minist.er Maliki so t.hat it
can deliver f or i_ts peopl_e.

Chairman WAXMAN. I appreciate that.
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SecreLary RICE. But I wanted Lo repeat, Mr. Chairman:

Any order, any law that trles to shield ranking officials, of

any rank, from prosecution or from investigation woul-d be

opposed by t.he Unit.ed States. And we've been very clear with

the Iraqi govêrnment. that we do not--that we would not

Lolerate and, in fact, it would not be supported by the

United States to have any official, flo matter how

high-ranking, immune from prosecuti-on.

Chairman WAXMAN. Mr. Cumminqs?

Mr. CUMMINGS. Thank you very much, Mr. Chairman.

Madam SecreLary, it. is good to see you.

You are, flo d.oubt, on the front lines of this war in
-rr=n anrl -^ amgunt Of military surges or blank checks \^ie

write for this war will resolve t.he complex efforts and

religious conflict.s that plague Iraq and j-ts neighboring

countries. Vict.ory in lraq is not possible without political

reconcili-ation. Arrd f am extremelv concerned about whether

corruption in the Iraqi government is undermining our

mission.

Four years after we have toppled Saddam Hussein's

regime, the Iraqi government remains the third mosL corrupt

country in the world, according to Transparency

International-. And State Department IG Stuart Bowen/ your Í,

characterized it as a second insurgency.

f-nrrrrrrt- iOn--and this js whr¡ T fhink the discussion herevv! ! s¡/ 9¿vr¿ q¡¿s
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is so import.ant--corrupt.ion funds terrorj-sts who attack our

troops. corruption fumes secLarian divisions. corruption
stifl-es reconstruction efforts and corrodes the Iraqi
government.

We have been tol_d time and t.ime again, when the Iraqis
stand up, we can stand down. But I do not. see how this is
possible when the rraqi peopre do not. seem to have a 1eg to
stand on. The agency that has the vital responsibility for
fighting corruption in Ïraq is your agency, the State

Department. Yet r have serious questions about the job the

Department is doing.

The committee has been invest.igat.ing the effectiveness
of anticorruptj-on efforts in rraq, and what we have learned

are t.he following. And t.hey are simply astoundj-ng. The

st.ate Department est.ablished two groups in t.he u.s. Embassy

to address corruption in Traq, t.he Anticorrupt.ion Workj_ng

Group and the office of Accountability and Transparency. we

learned that these orgianizations have suffered from a lack of
leadership, a l-ack of dj-rection and a lack of coordination.
Coordination is so poor that the office of Accountabilitv and

Transparency actually boycotted the meetings of the

Anticorruption Working Group.

we asked a former head of the office of Accountability
and Transparency whether he was aware of any coordinat.ed u.s.
strategy to fight corruption in rraq, and his answer was no.
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We asked another Embassy anticorruption officiat for his

views, and he told us, "You have a system where the

coordination is lacking. " Here is what Michael Richards, the

executive secretary of the Anticorruption Working Group, told
us when we asked him what. t.he working group had accomplished,

and I quoLe: rrÏ would like to be able to say t.hat we've done

nrri+-a: l.rit- ìn 1-hic ãrâ= lCUt UnfOftUnatelw we h¡r¡e ngt.rrt vsv u¡t!v! uur¡qug¿J wç rrqv ç ¿I

This is very troubting. But the critj-cism does not end

there. Independent investigators \^iere also highly skeptical.
Stuart Bowen, your agency's Inspector General, has

investigated your entire anticorruption prog'rams, and he

test.ified about hj-s findinqs before the Oversight Committee,

and this is what he said. He said, "U.S. antj_corruption

efforts have suffered from poor coordination and focus.'l

Thi-s is what he said: rtno strateqic pfan for this mission

was ever developed. "

David Wal-ker, the head of the Government Accountabilitv
Offj-ce, released a report finding that the United States

ministry capacity development effort.s have sr:ffered from a,

quote, "1ack of overall direction" and that the State

Department's efforts are, quote, ',fragmenLed, duplicative and

disorganized, r' unquote.

Secretary Rice, fighting corruption in lraq is essential
for our mission to succeed. But your own officer, your o\^in

officials and independent investigators told the committee
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that t.he Department's efforts are in disarray. The ot.her

side has said, "we need t.o tackle the probr-em.rr you,ve said
it is your number-one priori-t.y, it is very important ro you.

But it seems as if there are problems.

And r just. wanted to have your comment,s on the thinqs
that your people said. This is not some pie in the sky,

somebody looking down and just critj-cizing you. This is your

own department.

Secretary RICE. WeII, first of aIÌ, Iet me just say

that there are an awful l-ot of peopte working on these

anticorruption programs, and they're d.oing it at great risk,
because it means they have to get outsi-d.e the Green zone very
often, and they have to go out and dear with ministries, and

they have to deal with places where there's very littl-e
personnel that is skilled, and they're trying to buil-d

systems where there were no systems.

The coordination for these programs is under a senior
officer of the mínistry assistance teams, who works d.irectly
for the deputy chief of mission for Ambassador crocker. That

person l-s responsible for the coordination of these efforts.
r will- tell you, it is sometimes very difficult when one

day you can go out and the next d.ay you may not be abl_e to go

out. And r know that. there is some f rust.rati_on in some of
the rraqi agencies with the pace of some of the programs.

But r al-so know t.hat when you have peopre who are challenging
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old ways of doíng business in Iraq, in some of these

embassies, in some of these ministries, in some of these

organi-zatj-ons, that you're going to get some of the comments

that you're getting.

But these programs are coordinat.ed. Ministry assistance

is coordinated through a very senior officer in Baghdad.

Mr. CUMMINGS. Thank you, Mr. Chaj-rman.
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RPTS JOHNSON

DCMN MAGMER

[10:58 a.m. ]

Chairman WAXMAN. Thank you, Mr. Cummings.

Mr. Mica.

Mr. MTCA. Thank vou.

Well, Secretary Rice, orlr committee has a very important

responsibility. As you know, it is the principal oversight

and investigations commiLtee of Congiress. I have been

honored to serve on it. f or 15 years, and I t.hink all- of us

wanL to make certain that you all do the best. job and we make

certain t.hat you do the best j ob.

Now I heard Mr. Cummings say that the government--we11,
-r Æìr^^â .iÈ .i- A iì^^v^+ vuçÞÐ rL ¿Ð 4 years now since f guess we started our

efforts there, but the giovernment's been in place how long?

Secretary RICE. The government has been j-n place a

l-ittte over a year, in fact, about I7, 18 months.

Mr. MICA. And the government was duly el-ected. I mean,

rr?âc .f-hara ãh\¡ ^^?rrrn{-ian ;n the eleCtiOn nr^^ôce l- ìral- We afeylvvvpe 9rrq9

aware of? Tt was probably one of the most monitored--

Secretary RICE. It was a well-run el-ection.

Mr. MICA. And f guess there was a lot of hope when we

goL that government in place. I remember the folks with the

thumb, 1rou know, how proud they \^/ere to have voted.

But I guess the insurgents kind of t.ook advantage of the
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si-tuation. They didn't ]ike it. And with the destruction of

the mosque and t.he beginning of what was somewhat of a civil_

and rel-igious war you inherj-t.ed a new set. of

responsibilities. But you have certain constraints that you

work under.

This is a duly elected, sovereign governmenL, is that
rraf rarra¡l 2

Secretary RICE. That is correct.

Mr. MICA. It is interesting, too, that, 1zou know, of

course, these hearings--we have a responsibility to do

hearings. And they have done hearings, and they have t.ried

to make the administration look as bad as possi-b1e and the

military l-ook as bad as possible and t.he contracLors and the

Iraqi government. Today sort of a combo, sort of a combo

hearlng where we make both the State Department look bad, the

Iraqis l-ook bad, the contractors look bad.

The situatj-on, I have heard, is much bet.ter in Traq.

Members just returned from last weekend tol-d me that they

actually didn't wear fl-ak jackets and wal-ked around escortejd

pretty casually.

As the sit.uation--you have had to adapt to some pretty
tough si-tuati-ons. One of t.he difficulties in trying to sorL

of get your act together and control- the situation has been a

viol-ence situation from basicallv last summer to when t.he

surge took place.
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Secretarv RTCE. Yes.

Mr. MICA. We now have a different. situation. Is iL
possj-ble, 1rou think, that we coul-d begin to stand down some

of the security contracts that we have had or is that
prelíminary?

Secretary RICE. I think it. is probably early to

consider that. But f will say t.hat. the security situat.ion

and the improvement in the securit.y situation has made it
possible Lo have a more ramped up--some of these programs can

be more ramped up. It has also been very good to embed t.he

provincial reconstruction teams with t.he brigade command

teams, because it aIl-ows us to get out in the provinces.

And, you know, I just want to say while vie are Lalking

about all of t.he failures of the Iraqi Government and the

difficul-ties that. we have in hetping Lhem to build a modern

governj-ng structure, which by the \^/ay we have had a long time

to do that and modern governing structures don't come easily,
I just want to note t.hat, for instance, the programs that we

are runnlng on budget execution with their Ministry of

Finance and with their ministries has meant t.hat, instead of

the 20 percent of budget t.hat they were abl-e to execute last
\¡êâr i1- iq now 7O nerr-enl- : enri l-his, in ã corrn1-rr¡ fh:.1 did.nrt| -v / e¡¿v ¿¡¡ s vvs¡¡ulJ u¡¿q

even have a functioning banking system

So I don't want the members to feave the impression that
the Iraqi Government is not functioning. We have been abl_e
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to get, for instance, ç220 million out to the Anbar Province

to support the surge.

Arrd f know that a number of members have been i-n Iraq

and have gone to see the circumstances in which people are

dealj-ng. Mr. Chairman, I don't know how long it has been

sínce you were in Iraq, but it woul-d be an invitation to any

member of the committee, including to you, Mr. Chairman, to

go out to Iraq to meet with our minlstry assistance teams,

perhaps to accompany one to one of these m'iniqt- rioc to
perhaps go out with one of the brigade command teams to see

how these PRTs work, to see the difficult circumstances r-n

r¡h'i nh l- tror¡ :ro =¡f ina

Mr. MICA. Fina11y, f wanted to try to get one more

question in about. corruption.

Secretarv RTCE. Yes.

Mr. MTCA. One of the subcommittees I chaired on this
committee was Criminal ,fusLice Drug Policy. I will never

forget a meeting f had in Mexico City. It was in the l-ate

90's. And I basically stood up and. screamed at the Mexican

officials that the corruption was so bad. that they were in
danger of losing their own country. We had evidence that up

to the President's office there was corruotion.

I met with a Ukranian official- a couple years back, and

he has begged me not to send any aid there because he said it
was so corrupt. But, in fact, even with some nations like
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Mexico, which has been around a long tj-me, or emerging

democracies like Ukraine, it is difficult even where you have

relet-ir¡e rrêâr'ê 1-n cal- t-ha SitUatiOn Under COntrOl.J-'

Chairman WAXMAN. The gentleman's time has expired.

Mr. Tiernev?

Mr. MICA. Could t.he Secretary respond?

Mr. TIERNEY. Thank yoü, Mr. Chairman.

I woul-d just like to refocus--

Mr. MICA. Could I have the courtesy, Mr. Chairman, of

having her respond?

Chairman !ùAXMAN. A-bout Mexj-co? The qentl-eman's time

has expired.

Mr. BURTON. Mr. Chairman, I believe we ought to allow

the SecreLary, if she wishes, t.o make a response.

Chaírman WAXMAN. Please, go ahead. I don'L want to

interrupt you from responding, but I didn't hear the

question. But if you heard a quesLion, Iet's hear it, a

response to j-t.

Secretary RICE. Yes. I think the point was one I was

trying t.o make in response t.o RepresentaL j-ve Welch as well,

which is t.hat corruption in government j-s not unique to Ïraq.

Iraq has special circumstances of v/ar, of coming out of

dict.atorship and out of an Oil for Food Program that,
frankly, did bring about the possibilities, the elements for
corruption. BuL, just as we do around the world, w€ are
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working very hard, even harder in lrag, because we recognize

the tax on the Iraqi people and, frankly, on our efforts that

anrrrrnl- i nn ì.rr--- rngs .

Chairman VüAXMAN.

Mr. Tierney?

Thank you.

Mr. TIERNEY. Thank you, Mr. Chairman.

Madam Secretary, I just do want to refocus to what this

hearing is about, which is corruption in Iraq and what the

State Department may or may not be doing to make sure that we

have a handle on that.

We don't have $600 billion spent in Mexico or other

places. hle don'L have 160, 000 troops exposed there on a

daily basis. And you know, in statements made earlier by

some people that a lot of people are thinking that everybody

in Iraq is corrupt or whatever, t.hat is a red herring. Vüe

are looking to fínd out what is going on with those who may

be corrupt and whether or not the State Department is doing

what it should be doing j-n that regard.

We had testimony here not on some speculation but on

facts that there were billions of dollars invol-ved in

corruption. Much of that was going to mil-j-tias. The

mil-itias, in turn, were shooting our Lroops. That is why we

are having this hearing on this basis.

No\n/, Mr. Cummings talked to you earl-i-er about the fact

that you have expressed concern about the levels of
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corrupt.ion in rraq. But. we \^iere under the impression, having

listened to t.he testimony of Mr. Bowen, who is from your

office, and having listened to the testimony of Mr. Walker,

that there \^/as no real coordination of this ef f ort.
You indicated that. a very senior office"r in Baghdad is

ì- ^l^^-^^ ^€r-rr çrrd.tvc t.,,r that. So can you tel-l- me why Mr. Bowen would

not know that and Mr. Walker would not. know that after
thorough investigations? was this person recently appointed?

Secrefary RICE. No, this is the person who runs t.he

ministry assistance teams to try t.o root out corruption in
the ministries.

And, by the way, I see St.uart Bowen every time he comes

back as well as every time he goes forward, and we t.ry very

hard to implement his recommendations. But, in fact, Lhe

ministry assistance teams are coordinated by a senior officer
at the Embassv.

Mr. TIERNEY. Here is his findinq on what he t.estified
on october 4th, that there has not been adequate lead.ership

in the Embassy's anti-corruption programs, and there is no

single coordinated point for the united states support for
Traq anti-corruption efforts.

Mr. Walker, Comptroller General of t.he United SLates, he

t.estified before the commi-ttee and he issued a report, and

that report says the United States, efforts suffer from a

rack of overall direction and that no lead agency has been
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put in charge.

So I guess the simple question is, if it is t.hal

significant to the administration's goals of polit.ical
reconciliation, either why hasn't one single person been puc

in charge of it or, if he has, why d.on,t your own

investigator and the GAO know about that?

secretary RrcE. The person who is in charge, of course,

is the Ambassador to coordinate the various programs. But

t.he ministry assistance progirams are coordinated by a very
senior officer, and. much of t.he effort at fighting corruption
and fight.ing systemic corruption goes through the ministry
assistance programs.

we al-so have Rul-e of Law programs t.hat are coordinated

by very senior officers in working to develop better
practices for the prosecution of people who are accused of
corruption and investigation of corruption.

Mr. TTERNEY. so i-s it your testimony that your special
rnspector General for rraq Reconstruction, Mr. Bowen, is just
flat-out wrong-when hemakes the assertion there has not been

adequate leadership and that there is no single coordinated
point for u.s. support for rraqi anti-corruption efforts?

secretary RrcE. congressman, r have tal-ked to stuarc
Bowen every time, and we have tried to implement his
recommendat.ions. But r woul-d question--and perhaps r can gec

back Lo you. r would question whet.her the right way to go
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about t.his is to have a coordinator for corruption or to have

a coordinaLor for ministry assistance, a coordinator for Rule

of Law, and that is how we have gone about it.
Mr. TIERNEY. One of his findings was that. the agencies

that. you mentioned that were supposed t.o be target.ing aspects

of corruption were boycotting each other's meetings. Were

you aware of that?

Secretary RICE. f have just--I have heard that.--who is
boycotting what?

Mr. TIERNEY. Each other's meetings. In other words,

they were not attending meetings called by each of those

groups that were supposed to get together.

Secretary RICE. I am not av,/are of what you are talking
about, Do.

Mr. TIERNEY. Not aware of that.
The Office of Accountability and Transparency at the

Embassy in Baghdad is an i-mportant mission, I think you would

^ñrãã T+- j e the group the St.at.e Department has that issvÈ/q! ç

supposed to work with Judge Radhi or other anti-corruption
officials in Iraq. But what we learned during our

investigation and the hearing is that 10 months since t.he

office was establ-ished there has been at. least four acting or
permanent d.irectors. Tn 10 months, four actJ-ng or permanent

directors. The most recent acting director previously served

as a paralegal who performed administrative functions for the
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Embassy.

Now, Secretary Rice, nobody here is certainl-y trying to

pick on this paralegal. We have great admiration for anybody

serving j-n Iraq and serving t.heir country. But how is it
possible that in this importanL position that there is a

paralegal invol-ved, not an experienced dj-pIomat, not a person

with training in diplomacy and anti-corruption practices?

Secretary RICE. The very senior people who are serving
in Trart at\rêrcêê =ll ^+ {-lr¿r*.1 -"---ee drr (Jr urrese pfogfams.

Mr. TIERNEY. If I can interrupt, this is the head of

the Office of Accountability and Transparency. This is a

woman who is a paralegal who apparently has no training in
diplomacy or antj--corruption efforLs. How can that. be?

Secretary RICE. f will have to get back to you on that

one, Congressman Tierney.

Mr. TIERNEY. The l-atest information, as long as you are

going t.o get back to us, is in fact her position has been

cut, which seems a little ridiculous. If you could also get

back to us on that, I would appreciate it.
Secretary RICE. Congressman, I think what I should

probably get back to you with is a sense of how we manage

these programs. Because I can't respond to a single post

that may have been reorganized into some other post. When

Ambassador Crocker went out to lraq, he reorganized.

conslderably and significantly some of these programs so t,hat
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they would be more effective.

Mr. TIERNEY. ft would be helpful if you woul-d get back

LU UÞ.

Secretary RICE. So a program here or an office Lhere

may well have been int.egrated into something else. I will
get back to you on that.

Mr. TIERNEY. T don't think so, Secretary Rice, but f
would be happy if you would get back to us.

[The information follows: ]

******** COMMITTEE TNSERT ********
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Mr. TIERNEY. Because that is not what your Inspeccor

General tel1s us, t.hat is not what Mr. Walker tells us, that
is not what the testimony tells üs, and h¡e weren't able Lo

get into it any more because you didn't allow certain meml:ers

from the St.ate Department to testify before t.his commit.tee in
an open hearing.

Secretary RICE. f have to answer that, Congressman,

because, in fact, I have told members of the Stat.e DepartmenL

that they shoul-d be willing to speak with the committee.

The quest j-on- -

Mr. TIERNEY. Madam secretary, we had to issue four
subpoenas in order to get that testimony.

Secretary RICE. The questj_on has been, oD some of t.hese

issues, whether or not closed or open session is more

approprj-ate.

Mr. TIERNEY. Some of those we needed subpoenas just to
get testimony, not whet.her it was closed or open. We had to

issue four subpoenas just to get the cooperation to come in
and test j-fy.

Secretary RICE. We1l, I have told everybody in our

Department to be responsive to this committee.

Mr. TIERNEY. I hope t.hey wil_l be more responsive to
you, Madam Secretary.

Chairman VÍAXMAN. The gentleman,s time has expired.

I do want to point out that.Tames Santel-le, who is your
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Rul-e of Law coordinator at the Embassy, he is t.he one you

said was coordinat.ing things, well, he did cooperaLe with us

and t.alk to us. And his statement Lo us \,vas you have got a

system where the coordination is lacking. And he is
referring t.o all of the dysfunction and disarray that appears

to be groing on, frustrating U.S. anti-corruption ef forts.
Secretary RICE. Well-, I would hope that he will- have

rannrfaÄ +-l.rf to the Ambassador so that it can be remedied.! vvv¿ eev J I vq¡¿ vç ! uttt¡

Chairman WAXMAN. Well-, I am sure he has. If he talked

to us, he reported t.o the Ambassador. Maybe you ought. to
tal-k to talk to the Ambassador to report to you.

Secretary RICE. I am sure that Ambassador Crocker would

want to remedy any such sit.uation.

Chairman WAXMAN. Thank you.

Mr. V'Iestmorel-and.

Mr. V'IESTMORELAND. Thank yoü, Mr. Chairman.

And just. to kind of foIlow up on j-t, I am sure Mr.

Santelle is working to find somebody to be the permanent

replacement in the Office of Accountability and Transparency.

Is that not true?

Secretary RICE. Well, first of all, agaín, Ambassador

Crocker has gone t.o great lengths to reorganize a l-ot of

these efforts so that they are less duplicative and so that

there is not so much overlap. V'Ihen there are vacancies, w€

try and make certain that Ambassador Crocker has the very
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best tal-ent availabl-e to him.

I know--and perhaps this is the explanation--that

Ambassador Crocker was not always satisfied with the level- of

talent that he was get.ting. So the Department undertook a

major effort to get more senj-or people to staff Ambassador

Crocker, people who had more appropriate skiIls and people

who had language skills. So that, for instance, the three

top officers in Ambassador Crocker's office right now have

all- been ambassadors in their own ri-qht.

Mr. WESTMORELAND. Thank you.

Madam Secretary, let me thank you for the hard work you

ã?ô ¡{nina Far t-lîìc ¡nrrnirr¡ and yOUf pfOfeSSiOnaliSm eve¡y

l- ime T see r¡orr .Ç¿^r flr¡nk r¡ou fof that.-r ve'

You know, w€ are a Committ.ee of Oversight. and GovernmenL

Reform, is our official title, but lateIy it has almost been

invest.igate and attack has been kind of this committee's

motto. We investigated, you know, the military and what al-I

was going on over there, and now that the surgie is working we

seem to need to find another target. And, unfortunately,

usually our targets are somebody that has Republican Lies or

a successful- businessman or part of the administration. So I
guess you faÌl into that part. of the administration part of

l_tr .

But we have recog:nized--and this country has been around

for over 200 years, and we still have corruption here, many
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things of corruption. We don't like it, and we try to do the

best we can.

BuL, as you mentioned, that young government over there

and the influx of money that. has been over there that we have

sent and other countrj-es have sent to a people t.hat., number

one, has never been involved in a government before and,

number two, never had any really weal-th, and so the

atmosphere has been for corruption. But you have

acknowledged the prevalence of it there,' and, in your

dealings with the Iraqi Government, what is your sense of

their commítment to endinq it?

Secretary RICE. I believe that they very much want to

end it, because they know that it is a problem for
governance. It is, after all, now a democratic society.

And, by the way/ if you think there are stories about

corruption in Iraq in our newspapers, you should see some of

the reporting in the free Iraqi press, something that would

not have existed wit.hout the l-íberat.ion of Iraq from Saddam

Hussein. So, in fact, their own people are concerned about

corruption and are concerned to expose it.

But, yes, it is a real problem. Corruption is a reaf

problem. It is a young government. It is a government that

comes out of a dictatorial past. It is a government that has

oil wealth, which we know sometimes leads to corruption; and

it is a government that is fighting a \^/ar.
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Anrl t-ì.rar¡ 'l.rr¡ l-ha r^¡=r¡ aISO haVe nO intefeSt in haVingv¿Lef I r'4J I

money go t.o milit.ias that are kil-ling our soldiers because

they are killing their soldiers and, frankly/ many of their

f amil-ies.

Mr. I^IESTMORELÄND. WelI, thank you. Thank you very much

for being here, and thanks for your aLtention and your

willingness to sit through this process. Thank you.

Secretary RICE. Thank you.

Chairman WAXMAN. Mr. Lynch?

Mr. LYNCH. Thank yorl, Mr. Chairman.

Madam Secretary, thank you for your willingness to

testify here.

As you knovr, the administ.ration has already committed

$450 billion to securing and rebuilding Ïraq; and right now

Congress has before it an ad.d.itional- request recej-ved

recently for another $196 biltion from the President. We j-n

Congress have at least a couple of roles in this.

First of all, vüe are the direct. elect.ed representatives

of the families whose sons and daughters are putting on that

uniform and, in many cases, makíng the ultimate sacrifi-ce in

Iraq.

We also, in our const.it.utional- rol-e here, exercise the

power of the purse. Now, the power of the purse is not

simply Lhe power to open t.he purse and surrender the

contents. In our roles as appropriators, w€ afso are

60
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responsibl-e f or scrut j-nizing Lhese requests,. and that
requires that we make informed decisions.

lVe had several reports so far, and I know you talked

about unfounded reports or rumors of corrupt.ion, but we have

got some pretty good reports here. This one is from the GAO,

David Vlalker, Stabilizi-ng and Rebuilding fraq, t.hat has

extensj-ve sections orÌ corrupt.ion. I have got one here by the

Special Inspector General- of lraq Reconst.ruction, Joint
Survey of the U.S. Embassy fraq Anti-Corruption Program.

There is another report somewhere here by General James Jones

of the Unj-ted States Marine Corps about corruption. your own

State Department has a couple of internal reports that you

have cl-assified that talk about corruption. You have denied

hundreds of documents pursuant to a subpoena issued by this
commit,tee, Chairman hlaxman/ that offer other evidence of

corrupt ion.

So to say that t.his is unfounded or that. we don't have a

hard case is real]y unbelievable. And the idea that we have

to wait until there is a prosecutj-on or some type of

indictment, our kid.s are on the ground now. They are on the

ground now in that. country fighting and dying, and we cannot

wait a moment f onger bef ore we tal-k about this.
That is what we want to do. We want, to tal-k openly,

publicly about the corruption j-n Iraq; and we want Lo know,

as appropriators, whether it is a good idea to send 9196
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bill-ion to a country where the government has severe

corrupti-on. And we have to do our responsibility here, otlr

const j-tutional duty.

And there is one point I woul-d l-ike to make on this
before I ask my quest.ion. It has been said by the State

Department that if we talked about corruption in Ïraq, it
would hurt our relationship wit.h the Iraq Government. The

fact of the matter is, it. would be good. It woul-d be good

for our relationship with the Ïraqi people if we talked about

the corrupt j-on in their own gfovernmenu. ï think t.hat

democracy is aspirational-. We are certainly not perfect, and

we have had a lot of people talk about that today. But I
t.hink this signals our high expectations of democracy in that

country and in our ov¡n that we put it all out there.

Sunlight is the best disinfectant, and f think that
closing off that. evidence is complicit with--is covering up

some of the corruption that is going on there, some that we

know about.

So f want to ask you this. Knowing that more

transparency wil1 be heJ-pful in this country and in Iraq on

thì s slll-rìer-| . wi'l'l r¡orr rcseind the difeg1- irra fh:t- ñr^êVents

the State Department employees--high-ranking State Department

employees coming here and discussing in great. detail the

level-s and degree of corruption in Ïraq? Vüíll you do that?

Secretary RICE. Congressman/ first, I have to correct
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the record on a f ew things t.hat. you have said , íf you don't

mi-nd.

The first is I did not say that to t.alk about corruptj-on

would hurt. our relationship with the Traqi Government. f
said Lhat f was not prepared to engage in discussions of

premature allegat.j-ons--prematurely of allegations or things

that may be uncorroborated or unsubstantiated until- in fact.

they had. And I saw no good purpose in doing so.

I am here talking right now about corruption ín Iraq,

about concerns of corruption in t.he ministries, concern in
corruption in particularly the--

Mr. LYNCH. In very vague terms, though, Madam

Secretary, with all due respect.

Secretary RICE. I am here talking about specifically
about our corrcerns about corruption.

Now, if you would like us to be able to actually do

anything about corruptíon, Congressman./ we have to be abl-e to

investigate it.. We have to be able to get the testimony of

people who are bringing the storíes and the facts to us. We

have to be able to protect them from what is obviously a very

hostil-e environment. We have to be able to preserve that

That is why we have offered to have you have any

document that you would like and any official who would be

able to address those documenLs Lo come and spend as much
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time as you woul-d tike in cl-osed session so that we can

protect the underlying sourcing and the underlying people who

bring those allegations to us.

Mr. LYNCH. Let me say one thing.

Secretary RICE. f will renew that again today.

Mr. LYNCH. I appreciate that, Madam Secretary, but the

fact of the matter is this directive that came out of the

State Department instructs the employees not to talk about

broad statements or assessments which judge or characterize

the quality of Iraqi giovernance or the ability or

determination of the lracri GovernmenL to deal with

corruption, incl-uding allegations that investigations were

t.hwarted or stifled for political reasons. And so--

Secretary RICE. All right. Let me say right now,

Congiressman- -

Mr. LYNCH. Just--please, I have limited t.ime.

Secretary RICE. Yeah, you do.

Chairman WAXMAN. And it has expired.

Mr. LYNCH. On top of that, you know, we have a

directive by the lraqi Government itsel-f that--by Nouri

al-Maliki that has basicall-y said no prosecution of any

ministry can glo forward without my approval. So that is a

stopgap as well at that l-evel. So we are not seeing a lot of

that. So--

Secretary RICE. Vüould you like me to answer you,
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Cong-ressman?

Mr. LYNCH. That would be great. Thank yoü, Madam

Secretary.

Secretary RICE. The first point that. I would like to
make is that di-rect.ives come f rom me. f didn,t make this
directive. Consider it rescinded.

Secondly, I wi-1I nonethel-ess direct that anyone who is
speaking on these matters should do so in closed session.

Because there are underlying sourcing issues, there are

underlying t.estimonies from people who might be either rn

danger or who may not come back Lo us if they are exposed.

ï want to renew Lhe offer that I made to the Chairman,

which is that any document that relates to this, âfly official
who might have knowledge of those documents is avairable to
you at any time, anywhere, in closed session.

Now, as to the Iraqi Government, I have said that t.he

United States will not support any law or any order that
woul-d t.ry and shield Ïraqi l-eaders, Do matter how high, Iraqi
of fi-ci-als, no matter how high, from prosecution or

investigation.

Mr. LYNCH. Well--

Chairman WAXMAN. Mr. Lynch, I am sorry, but your time

has expired and the last pending question was responded to.
V{e have to be considerate of the other members.

Mr. Duncan.
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Mr. DUNCAN. Thank you, Mr. Chairman.

Madam SecreLary, I have--first, let me say I have very

great admiration and respect for you, especially so since a

few years ago when I heard you speak to the National- Prayer

Breakf ast. But l-et me ask vou t.his.

William F. Buckley wrote in 2004 that if he had known in
2002 what he then knew in 2004 he would have strongly opposed

the war. More significantly, he wrote in June of 2OO5 that

if we had as many as 500 U.S. deaths over the next. year that
we woul-d reach a point where, quote, tenacity conveys not

steadfastness of purpose buL misapplication of pri-de. We

have had over 2,000 U.S. deat.hs since that time. And T

wonder, f irst of all, how you woul-d respond to Mr. Buckley.

Secondly, before the war started, many articl-es said

that Lawrence Lindsey, the President's economics adviser, was

dismissed because he had very publicly said a war with Iraq

would cost 100 to $200 billion. In a very small briefing
that. I was called to at the White House just before our vote,

I asked about that and I was told, oh, flo, the war woul-dn't

cost nearly j-t t.hat much, 50 to 60 billion, and some of that
would be paid for by t.he lraqis themselves. f am wondering

if you are shocked or surprised at how much these costs have

escalated to.

And I am thinkinq back to a column that. the conservative

foreign policy columnist Georgie Anne Geyer wrote in 2003, a
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few months aft.er the war, in which she said that Americans

would inevitably come Lo a point at which they woul-d have to

decide did they want a government that. provides services aL

home or one that seeks empire across the globe.

And I know everybody would l1ke to have a $5 million
house, but they know they can't afford it. And many fiscal
conservatives have reached a point where they feel- we really
can't afford these excessive, extravagant, staggering costs

of this u/ar. So I would like your comments to both of

those--t.o respond to both of those columnists.

Secretary RICE. Wel-l-, yês, Congressman, if I- - it is
always difficul-t. t.o go back and try and situate yourself to

know then what you know today. But even with that
limj-tation, I would say, y€s, I think to the overthrow of

Saddam Hussein, the liberat.ion of Iraq, and the chance for
Iraq to become a different kind of a country in the cenLer of

the Middle East, f rom which comes many of t.he problems of

terrorism and danger that we face as a country. Yes, it is
worth it.

f know that it has been difficult, and I indeed know

t.hat it has been expensive. And, yes, frankly, it has been

harder t.han I thouqht it. would be. Because I don't t.hink

that we understood just how broken this country was under

Saddam Hussein' s di-ctatorshir¡.
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fought. a \^/ar bef ore. He was going to remain a threat to this

vital- region as long as he remained in power. And, y€s, I

think it was worth overthrowinq him.

It is also worth it to stand by the Iraqi people as they

face t.he multiple challenges of trying to develop a

frr¡¡f inn-i nn cemocratic state in t.he heart of the Middlee ¿v¿¡r¡¡:j / ¡

East. f think our security will be better for it, the

security of the international- communit.y will be bett.er for

ir.
I cannot by any means make up for the terrj-bl-e

sacrifice. Nothing I can say wil-l ever bring one of our

soldiers back. But I can say that f think nothing of value

is ever won without sacrificing. Yes, f do believe it has

been worth it.

Mr. DUNCAN. LeL me just. concl-ude by saying, as one who

has opposed this v¿ar f rom the beginning and stil-l- does, r

want to apologíze to you for the rude way that you were

treated by some of t.hese anti--so called antj--war

demonstrators. Those people need to realize that they do

much more harm than qood to their cause.

And, also, Mr. Shays asked that I point out that. we are

not sending this $196 billion, which I think is way too much

money, but we are not sending it to the lraqis, we are using

most of that for our own militarv costs.

Secretary RICE. Yes. Thank you very much,
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Representative.

Chairman WAXMAN. The sentl-eman has a littl-e ti-me l-eft.
Woul-d he yield to me?

Mr. DUNCAN. I will yield it to you.

Chairman WAXMAN. I thank you for yielding Lo me.

I did want to respond to t.he Secretary's of f er that we

have a cl-osed door session to receive testimony from

witnesses and to see documents. The problem with that offer
is that you will give us information that we then cannot make

public because it is confidential-, and I think there are a

lot of things that ought to be made public.

And one question I would want to know, and I t.hink it
oughL t.o be answered publicly, is money that is being taken

from corruption--through corruption from the Iraqi Government

funding the terrorisLs that are killj-ng our troops? You

don't have to name a source. You don't have to identify
anybody that is confidential. But we ought. to know that

information. And I hope you would answer that question as we

go ínto a debate about whether v/e are going to give another

5196 bil-lion to this war.

Secretary RICE. There are militias that are being

funded by multiple sources, including people who are able to
use the Iraqi system to bring funding to their militias, les,
in the south in particular. But a much bigger problem, a

much bigger problem, Mr. Chairman, and one that wil-l- be there
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in spades if we don't complete this mission, is the support

that those militias are getting from Iran.

Chairman WAXMAN. I think t.hat is a very import.ant

issue, and it needs t.o be debaLed, but f don't want to take

an offer from you to give this Congress of the United States

information that we can then not talk about publicly as we

debate these important policy questions. And that is our

disagreement on the question.

Secretary RICE. Yes, I understand. But Mr. Chairman,

'r € T *^' it is not at all unusual that. inf ormat.ion is¿r J rrray Þay I

provided to the Congress t.hat. cannoL be made public for

reasons of sourcing; and so I renew t.he offer to you.

Chairman WAXMAN. We don't need to qet into sources.

But there are a l-ot of questions we ought to have answered

that don't invol-ve sources. We will discuss this further.

but. I do want you to know that your offer, while you may feel

is generous, is not consistent with I think the proper roles

between the executive and t.he leqíslati-ve branch.

But. it is Mr. Yarmuth's time for questions.

Mr. YARMUTH. Thank you, Mr. Chairman.

Good morning, Secretary Rice

r aaF r,^â? r.\¡+- nl,rar .>q06, iI.t a State DepaftmentlclÞL yçq.! r VULVVç!, ¿L

briefing, you made the following broad assessment, I will-

characterize it, about Prime Minister Maliki, the Interior

Ministry, and corruption in lraq.
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You said, I think he is a very good and strong Prime

Minister. As you know, they have really started to take

action. We have said many times that the Tnterior Ministry
in the prior giovernment. before the permanent government was

put in place was not active enough in real-Iy rootj-ng out

potential corruption and potential- violence within t.he

ministrv i tsel-f or the minj sf rr¡ f orr-cs --'-:r r1¡4" -____rr (Jr Lrre mtrt]. / anct so tney are

really starti-ng to take some actions of that kind.

We have heard today and we heard in our hearing 3 weeks

ago from Inspector General- Bowen t.hat he tal-ked about the

rising tide of corrupt.i-on in lraq. It is getting worse and

is now a second insurgency he call-ed it. And Judge Radhi, w€

have heard, says corruption is getting v/orse because of the

sectarianism in the country and the l-ack of the rul-e of law.

Vrihat I woul-d ask you is íf you are wil_ling to give a

broad assessment, no sourcing, a broad assessment as to
whether over the last year, since you made that statement,

corruption in lraq has gotten better or worse.

Secretary RICE. I realIy woul_d be reluctant to make

such a broad statement because I would submit to you,

Cong:ressman, in some places it has gotten worse and in some

places it has gotten better. And so if we want to do a net

assessment, f think T ought to go do a net assessmenL for
vou.
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that existed, for instance, in budget execuLion, have been

ameliorated and are better. It is very cfear to me that some

of the problems that. existed in the Ministry of Interior are

being addressed. But there are still pervasive problems of

corruption in any number of ministries, including in the

Ministry of fnterior. So some things have gott.en betLer,

some things have gotten worse. I can give you a net

assessment. I can't give you a net assessment on the spot.

Mr. YARMUTH. So you are not wil-l-ing to agree with t.he

broad characterizations that Mr. Bowen made and that Judge

Radhi made?

Secretary RICE. T would rather do my own net

assessment. Thank vou.

Mr. YARMUTH. Thank vou.

As part. of our investigation we also talked to State

Department officials, again trying to find out whether the

situation has imnroved or not. And when we interviewed Mr.

Folk, who is one of the U.S. Embassy's top anti-corruption

officials, we asked him about your statement a year ago. And

he said he could not answer in an open forum, âs you said,

because it. would require me t.o go ínto det.ails that would

break into t.he guidelines that were given Lo me. So

basically he said he was under orders not to comment whether

vour sLatement was accurate or not.
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that are f lat.tering to t.he Ïraqi GovernmenL, as you díd in

October, 2006, and now as your public policy you are not

willing to make those statements, isn't it fairly obvious

that. you are afraid of concealing negative information, and

any person with half a brain would understand that the

situation is noL good or else you would want. to talk about

ir?

Secretarv RICE. Let me--since f am certain we all have

a brain, l-et me say it this way. There is a very bad problem

aF anrrrrnt- i n¡ 'i n Tracr T{- i s a nroi-rl em ín ministf ieS. It iSv! ev! ! sy ervr¡ r u rp e l1r vvrvrrr

a problem j-n government. It is a problem with off icíals. I
don't think that is very flattering.

Now, the effort. has t.o be t.o help the Iraqis address

that corruption and al-so to have an assessment ourselves

through investigation and through taking informat.ion. You

know, much of the information that you continue to put out. by

SIGfR and so forth actually comes from the Embassy looking

into these issues themselves.

So one of the problems wit.h the--with simply relying on

t.he InspecLor General report.s--which, by the way, I do, too,-

and, as I said, I meet with Stuart Bowen every trme f can--is

that these are often issues that are bej-ng uncovered by the

Department and then reported to the Special Inspector
ñ^ñ^+-'lggrlg!af .

73

L7L5

I716

L]L]

1718

t719

1720

L72L

L722

1723

1.1 aALTZ=

]-725

1726

I727

l.728

L729

1,730

173T

1732

4733

7734

i.735

7736

l.737

173 I

l.739 So it woul-d be wrong to feave the impression, as is



r7 40

r7 4t

17 42

L7 43

r7 44

I7 45

t7 46

L7 4'7

a7 48

t7 49

t7 50

L7 5L

L7 52

r753

t'754

I755

L7 56

a7 57

17 58

L7 59

t7 60

T7 6L

1,7 62

a7 63

t7 64

HGO298.000 PAGE 74

being done, that somehow the Inspector General is going in

and finding things that the Stat.e Department is trying to

hide. ff you look at his list, you will very often find that

these are through interviews with our people who are in the

ñr^ñêcc nf i-rr¡inn fa fialr.l- nnrrrrnf innI/!VççÐÐ V! U!yrr¡Y UV !rYr¡9 uv!!uyu¿v¡¡.

Mr. YARMUTH. Arrd it is very frust.rating I think to

those of us who sit here that when we ask for assessments of

the situation from the leadership of the State Department

that we don't get candid answers. And I would submit to you

that I and many others sitting on this panel are in our

positions today because the American people was convinced

1-het fhev \^reren/t- Lre'i ncr 'ler¡eled with abOUt the COndUCt Of

this war. And that if we had been more candid, if the

administration had been more candid, then maybe the approvaf

rating for what we are doing over there would be at

reasonable leve1s. And unfortunately, this total

stonewalling and lack of candor is what is contributing to a

lack of confidence in the American people.

.Çc¡rcf¡rV RICE. Congressman/ if you don't mind, I will

respond--because I don't know how to be more candid. There

is a pervasive problem of corruption in Traq. There is a

problem in the ministries. There is a problem in the

government. There are problems wit.h officials. Our job is

to try to invest.igate when we hear of and when people come to

us. It is our job to put in place anti-corruption efforts to
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help the Iraqis do so themselves.

But I don't know how to be more candid. I don't know

how to be less flattering. There is indeed a problem of

corruption in Iraq that we are trying to address t.hrough

mult.ipIe f ronts.

Chalrman I{AXMAN. The genLleman's time has expired.

Mr. Shays?

Mr. SHAYS. Thank vou.

It seems to me the basic contention of the Democratic

majority is because Iraq is corrupt we need to withdraw.

Which has come down from, welI, w€ weren't. winning', we needed

to withdraw,. it was immoral, we needed to withdraw. So that
is basically what is on the table, which is patently absurd.

Iraq is corrupt. We all know it is corrupt. We know it
is pervasive. You know it is pervasive. But for you to be

cal-led before a committee Lo name names is destructive. and I
am happy that you have resist.ed that temptation.

When I go t.o Iraq, I ask, are you a Sunni? They say, T

am a Sunni, but I am married to a Shi'a. I sav to someone

else, are you a Shi'a? They say I am a Shi'a, but my tribe
is Sunni. I go to someone el-se, and T say, are you a Kurd?

And they say, y€s, but. don't you know we are Sunnis?

They lecture me continually on the fact that they are
T..ãÆ È1^^ *-'ion of two rivers. And ther/ sã\/ didn't-rrctQr LII€ Il<ttJ-OI] OI tWO fl-Vefs. AIÌC|. tner vsr * yOU

study about us when you i/\¡ere in school? There is tremendous
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pride that. the Iraqis have for their country.

Bernard Lewis noints out that there is a difference

between patriotism and nationalism, and he said in the

Balkans you had nationalism.

My quest.ion to you is, do you see a pat.riot.ic spirit.

emergJ-ng?

And I am going to just add to this that we are

constantly lecturing the Iraqis on how they need to get their

act together, and I haven't seen Congress pass hardly any

Iegislation. I haven't seen them come to an ag'reement on

êÌ¡êr1 Tr.arr TaTg Can't COme On âcrreemenl- i n Tr:n r¡at- rte did On¿¡¡ +!s\a/ J""

a bipartisan basj-s going in, two-thirds of Lhe House and

three-quarLers of the Senate. But we here can't work

together to decide how we deal with Iraq, yet we l-ecture

Maliki on why can't he get his act together, Sunnis, Shi'as,

and Kurds.

And my question to you is, one/ your view of the

intervention in the SenaLe that. said break Irag into three

units. Because the feedback f get from the Iraqis is how

dare you tel1 us what t.o do, it is our country. T would like
your feedback on that.

And I would like you to speak in general about whet.her

you see a sense of patriotism. Is Maliki doing what I think

he is doing, trying to build consensus among Sunnis, Shi'as,

and Kurds, tryíng to get 70 percent support where they can't
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even get support of 60 percent in the SenaLe? If you would

speak to that.

Secretary RICE. Yes. In fact, what the Iraqis are

t.rying to do is to pass t.heir laws by more than a majority,

because they recognize that they are trying to buy into these

very f undamental- and existential- l-aws, Lhe entire f raqi
population, Sunni, Shi'a, and Kurd, which i-s why they don't

want to just go with a 51 percent majority.

It has been difficult.. We continue to press them on

passing these faws. I would just note that they did pass a

budget. That is no small matter.

Mr. SHAYS. We haven't done one here yet.

Secretary RICE. That is my understanding, Cong:ressman-

And that. they are in fact executing that budget at a very

higher rate than they did last year, 20 percent last year, 7O

percent this year. That they are getting the money out to
places l-ike Anbar, which leads me to your question about

patriotism.

While we are sitting here t.alking about aII of the

problems of the lraqis, let us remember that it is the sheiks

of Anbar and their sons of Anbar who rose up to fiqht and to

push a1 Qaeda out, with our help, of an area that was just

last year said to be lost by our intelligence agencies.

LeL us remember that there are 60,000 concerned

citizens, âs they cal-l themselves, who are part of
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neighborhood watches to guard t.heir neighborhoods in Baghdad,

in and around Baqhdad.

Let us remember that one of the--that the leader of

Awakening, the Sunni rebell-ion against the foreign

extremists, was killed in a brutal assassination attempt,

only to be replaced by his brother, who stood and said that I

will continue to fight because my brother wi-ll- not have died

in vai-n.

So, yes, there are patriotic Ïraqis. Yes, there are

Iraqis--they are losing more forces by far, many times over,

than we are in the defense of their countrv.

And to go to your fj-rst point, Congressman, I know that

there is corruption in lrag. I don'L t.hink I have been

trying t.o hide that f act here. I know that there are lot.s of

reports Lhat need to be investigated, and we are more than

willing to share those with this committee in an appropriate

set.t.ing. Vühich, by the way, is not at all unusual in sharing
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information that is sensitive.

But the most important point that. f woul-d make j-s

if the implication is that because there is corruption

Iraq that we should simply give up on this exLremely

important security concern of t.he United States, then I

that in itself woul-d be irresponsibl-e. What we have to

fight the corruptj-on and help them to fight it.

Chairman WAXMAN. The senLleman's time has expi-red.
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Mr. Clay?

Mr. CLAY. Thank you, Mr. Chairman.

Dr. Rice, I want to ask you about BlackwaLer,'and f want

to begin by commending you for taking action t.o strengthen

oversight over this company and other privat.e military

conLractors. But my question is, why has t.his taken 4 years?

There have been plenty of warning signs, but it wasn't until-

the September l-6th shootings triggered an internati-onal

incident that the State Department finally acted. By t.hat

time, a lot of damage to t.he U.S. mission in Iraq had already

been done.

And l-et me start my questioning by asking you about one

of these warning signs. This is an j-ncident that occurred on

May the 1-2Lkr, 2005. This was over 2 years ago, near the

start of your time as Secretary of State.

I have a State Denartment cable that was sent from the

Embassy in Baghdad to you; and you have a copy, I belreve.

According to this cable, two Blackwater guards fired multiple

shots aL a car as it. approached the Blackwater motorcade in

Baghdad. The Blackwater guards kiIled one Iraqi civilian and

wounded two oLhers. The State Department conducted an

investigation of this particular incident and concluded that

the Bl-ackwater personnel act.ed improperly. This is what. the

official Stat.e Department reports said. The victim's car

was, and I quote, travel-ing at. a moderate rate of speed on an

79

18 6s

r866

r,867

1868

18 69

1870

L87T

r872

I813

I81 4

r875

r87 6

r87 7

1878

1,87 9

1880

18 81

]-882

1883

18 84

1885

1886

l_887

1888

1889



HGO298.000 PAGE

open road, displaying no aggressive behavior such as rapid

acceleration or chanse in direction.
The report also found that Blackwater, s warning signals

were perfunctory and that a reasonabl-e person in Lhe same

circumstances would foresee them to be ineffective. The

St.ate Department' s own investigation concl_uded lethal f orce

was used prior to the exhaust.ion of all avail_able options.

i¡'Ihat bot.hers me most about this Íncident is that the

only sancti-ons requested by t.he State Department vüere that
the two shoot.ers should be dismissed and barred from any

future employment. Dr. Rice, do you think this was an

appropriate response by the Embassy?

Secretary RICE. Since this was investi_gated by t.he

Embassy and by Diplomatic Security and I don, t have access at
this moment Lo the ful1 record of their response, I don,L

want to respond on the approprj-ateness of it. I do think
that what we have done in insisting now on greater

coordinat.ion and accoUntabil it-r¡ i¡¡i -t ..t holp t.o avOid such

incidents in the future

And, Congressman, I would note that. one of the things

that we believe is necessary--two of the things we bel_ieve

are necessary, first, that we reatly d.o have to review the

order under which all of this has been being done since the

creation of the coalition Provisional Authority back in 2003.

That is one of the probfems, is the basis on which it is
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done; and \^ie are working and believe that there needs to be

legislation so that there can be appropriate action taken

when incidents of this kind occur.

Mr. CLAY. Wel-l-, in this case, Doctor, the facts are not

in dispute here. Your investigators found that an j-nnocent

Iraqi was shot and killed and that Blackwater \^¡as at. f ault.

Yet the Embassy recommended only that they l-ose their jobs.

It shouldn't be a hard questi-on to say whether that response

was sufficient.. Was it sufficient?

Secretary RICE. I am not going to second-guess the

decision of the people on the ground who investigated it, who

looked into it and made a response.

Mr. CLAY. Okay. But, ofl top of that, now Lhe incident

should have been a warnj-ng sign that something was wrong in

the State Department's rel-ationship wit.h Blackwater.

But there were many other examples. Just a month later,

in June of '05, the Stat.e Department found that a Blackwater

team killed an innocent Iracri in a1-Hil-tah and tried to cover

it up. Again, the only disciplinary action was dismj-ssal-.

And there were many other similar incidents, including

ones where Iraqi officials protested Blackwater's actions.

YeL for years the State Department acted as Bl-ackwater's

enabler and never restrained the company's aggressive

tactics. Do you think you made a mistake by taking so long

t.o recognize t.hat the oversight of Blackwater was woefully
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inadequate?

Secretary RICE. Congressman, there was certainly a

concern Lo make sure that our diplomats were protected, and

that has been achieved.

I agree i,vith the report of t.he team that. I sent out that

oversight has been inadequate, which is why we have moved to

t.ighten the oversight. It. is why we are determined to have

oversight not just of the State Department contracLors but to

work with Bob Gates to have broader oversj-ght as well. But,

again, these are decísions that were made on the ground by

people who were reviewing the circumstances, and I am noL

going to second-guess them here on the spot..

Chairman i,fAxMAN. The gentleman's time has expired.

Mr. McHenrv?

Mr. MCHENRY. Thank Voü, Mr. Chairman.

Secretary Rice, thank you for being here.

We have had 9 months of numerous hearings covering the

myriad of subjects we have already covered here today. Your

staff has testified, as you I am sure well know, extensively.

Arrd I am sure we have consumed a great portion of your time

as well in helping them prepare their testimony, and I thank

you for that.

But the one thing we can'L forget here is we are talking

about a \^¡ar zorLe, and men and women's lives are on the line,

brave men and women there in Iraq. And there have been a
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number of questions, and my coll-eague just asked one about

contracting. It seems a contradictlon to me that at a time

when this Congress, the Democratic majority in Congress wants

to cut the l-evel of troops, they want to nationaLi-ze

conLractors, thereby increasing the number of troops requJ-red

for protective service of State Depart.ment officj-als, Embassy

of f icials as well-, âs well- as provinc j-al- reconstruction
È^âñã TÈLgarrrÞ. rL psêItìs to me a contradiction when you espouse a

smaller footprint in Iraq that you want to eliminate

contracting. There have been a number of questions about

thi-s.

But I want to ask, in regard to the State Department's

use of contractors versus full-time government employees,

what is the bet.ter use of t.axpayer money? Have you analyzed

this as an ongoing process in Iraq? And if you could just

comment on that.

Secretary RICE. Yes. Well-, wê believe that we get--in

t.hat sense, it is a reasonabl-e way to handle the significant

problem that we have of providing protect.ion for the

diplomats.

I would repeat that when the team went out and they

asked directly General Petraeus and Ambassador Crocker,

should this be done instead by Diplomatic Security--which, by

the way, we have increased the numbers, the allocation to

Diplomatic Security over tj-me. But they were asked, should
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Diplomatic Security try to do this, which means you would

have t.o bring it in house, should the military do this? And

t.hey were to1d, flo, that woul-d not be appropriate. So we are

left with the need for private contractors.

Now, there can be cerLainly better oversight of the

private contractors, which is why we are t.aking the steps

that we are taking. But this is the best way that we can

find to make sure that our people can get out of the Green

Zone and go to do all of the programs t.hat are being

cnresl- ionefl here. Whethrer theV afe On anti -r.nrrrrrrt- 'ìr¡n OT/ vv¿¡ç '.Ìey afe Oll âIItr uvrluyerv¡r \

budget execution or training personnel.

Mr. MCHENRY. So there are reallv three choi-ces. The

military can guard the State Department--

Secretary RfCE. Right.

Mr. MCHENRY. --you coul-d have in-house security, whích

would have to be a massive expansion of what is currently

available, or you could use contractors. And the first two

wêre rei ecf.ed i s ihaf r-orr:ecL?tvJeveeg/

Secretary RICE. That. is correct.

Mr. MCHENRY. Has there been a cost-benefit analysis as

a part of this in terms of the cost to taxpayers?

Secretary RICE. WeIl-, I think that, first of all, if

you just imagine bringing on enougih Diplomatic Securit.y

agents to do this ful-l-time, and we wil-l have Lo as a result

of a report bring more people oD, I t,hink they said 100
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people, bul if you t.ried to have 1,100 or 1-,200 Diplomatic

Se¡rlri tr¡ ecrcnl- s \/a')rr ârê r-rêâf i ncr ¡ r-âreêr ne.l- h ncnnle whoUvvg!¿gJllvg4Lvvt949l¡¡:,'yvvl/'

would, of course, be there for throughout a career. This

al-l-ows us to be flexibl-e in terms of how temporary an

assignment might be. So it is--t.he cost benefit is very

good, and I think you certainly woul-dn't want American

soldiers Lo have do this task.

Mr. CUMMINGS. Mr. Chairman?

Mr. MCHENRY. And if I may continue, because, as a part

of this, the idea is t.hat we are in Iraq not on a permanent

basis, therefore, you do not hire career government workers

to be there on a 3O-year basis, for j-nstance, with retirement

benef it.s and thinqs of that sort.

Secretary RICE. Exactly.

Mr. MCHENRY. So there have been advantages to having

contractors as nart of the workforce for the StaLe

Department.

Secretary RICE. Yes. Because you can use it in a kind

of an accordion-like way to increase when you need and to

decrease when you don't need. That. is not true if you híre

permanent employees.

Mr. MCHENRY. So flexibiliLy.

Secretary RICE. Uh-huh.

Mr. MCHENRY. Now, let me move onto the provincial

reconstruction teams; and I think this is a very key point of
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your rol-e in Iraq. I know there is a discussion of

r-orrrrnt icrn, 'l^rut we have a number of different functionssv e¿v¡¿, t!

withín government that are overseeing that. For You, as

Sa¡rel-¡rr¡ of Sf.at-a 1-hcqc nfOVinCial feCOnStfUCtiOn Leams,J ""

some of which provide technícal expert.ise for agriculture or

clean water or build roads, we have seen wonderful things

that. have come about with my colleague from Massachusetts,

Mr. Tierney, and I and my colleague from Minnesota, Ms.

McCollum, when we were in Afghanistan, some reall-y communit.y

changing opportunitj-es for regional reconciliation. And I

know the Jones Commission had a lot to say about that

locaIj-zed reconciliation and building t.hat up in order to

strengthen national security.

The províncial reconstrucLion teams I think are a key

part of what you and the State Department are trying to add,

the so-called diplomatic surge. With the security issues

being act.ually less of a potent poliLical force for some here

in Congress, with that being resolved, can you discuss with

ffie, if we could just take a moment or Lwo, and LaIk about the

value and importance of Lhe provincial- reconstruction teams

and the work that you are putting into building those and

getting those out in a timely manner?

Chairman V'IAXMAN. The g,entleman's time has expired, but

we will get an answer.

Secretary RICE. In l-ate 2005, w€ began to deploy these
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provincial reconsLruction teams, which alfows us to work at

the local l-evel, the provincial l-evel-, and theref ore to

multiply our points of success, because the delivery of goods

and services to populations really can't take place out of

Baghdad. And so we began with provincial reconstruction

teams in places like Mosul-, which were able to work with

l-ocal government. And they do not just delivery, but they do

rea1ly help to build the capacity of local giovernments and

provincial governments. They help with budget. execution.

They help get resources from Baghdad down to t.he provinces.

I want to reiterate it is a country that doesn't really

still- to this day have a functíoning electronic banking

system, and so movingr funds is difficult.

But what it has allowed us to do is buil-d from the

bot.tom up. Now we thought t.hat. this was working very well

but. that we could make it. better, and so I have worked with

Secretary Gates and with t.he military, and we have now

embedded people into brigade command teams, and they rea11y

have become one. Vüe Lalk with them frequently. They go into

very dangerous circumsLances, but they go down to provincial

level in places like Anbar and Baghdad neighborhoods, and

they work with l-ocaI governments to deliver services.

Chairman WAXMAN. Thank you very much.
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Mr. Sarbanes?

Mr. SARBANES. Secretary Rj-ce, thanks for being here.
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I wanted to cal-l- your attention to the report of the

outside panel that you convened and its conclusions, which

are in stark contrasL to some of the statements that \^iere

made by officials of the Stat.e Department. So let me begin

by going over some of those statements, and then we can look

at the report's concl-usions.

On October lst, I mean, just recent.ly, your spokesman

made this statement. The State Department is, quote,

scrupulous in terms of oversight and scrutiny not only of

Blackwater but of all our conLractors. f would strongly

dispute anyone's asserLion that the State Department has not

exercised good and strong oversight in our efforts Lo manage

these contractors.

On September 2"7L}:r, your deput.y, Ambassador John

Negroponte, said that every single incident in which

Blackwater fires its weapon is, quote, reviewed by management

offícials to ensure the procedures were foll-owed.

And on October 2nd, Ambassad.or Richard Griffin, who is

the AssisLant Secretary of State for Diplomatic Security,

testified before this committee that every time a weapon is

fired by a security guard an investigation is triggered.

Were those accurate statements made by those officials?

Secretary RICE. The reason that I ordered a bottom-up

review was that I wanted to be certain about what was

actually going on in terms of oversight. That is why I told
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peopl-e that I wanted a probing, 360-degree review.

I am sure you undersLand, Cong'ress.man Sarbanes, that

when you are in a large organization like the Stat.e

Department, when issues come the most important thing to do

is t.o get. to t.he bottom of what is going on and then to fix

the problems . And so t.hat is why I ordered the panel,

because I want.ed to be sure that indeed we were carrying out

oversight as scrupulously as we could. I think the reporL

demonstrates that we were not, and therefore--

Mr. SARBANES. It is a good thing you ordered thaL

reportr.

Secretary RICE. That is why we made the changes.

Mr. SARBANES. It is a good thing you ordered the

report, because these were high-leve1 officials who were

apparently totally out of touch with what was in fact

happening.

Let me read three concl-usions of Ambassador Kennedy's

report.

The first one, when incident.s invol-ving the discharge of

weapons occurred, the scope of investigation has not been

broad enough to ensure that on-the-scene information is

gathered quiekly and thoroughly.

Second conclusion, the Embassy process for addressing

incidents, i-ncluding those invol-ving the U.S. military, is

insuf f icíently comprehensive .
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Third, the process for coordinating and sharing of

information between the Embassy and the multinational force

in Iraq is not sufficiently robust to ensure knowfedge of the

particulars of incidents that could potentially affect

U. S. -Iraqi rel-at.ions.

So the reporL that. Ambassad.or Kenned.y made is very clear

that the State Department's oversight. of Blackwater and these

other contractors was seriousl-v deficient.
Qa¡rof:rr¿ pffp. I am the One whO grÁaraÁ l-ha -oÐOft-"¡

because I bel-ieve when you are managing an organization and

you have a situation like we had you owe it to your people in
the field and to the country to have a full, 360-degree l-ook

at what. is going on, to have a full look by people, by the

way, who are independent of the Department, includJ-ng General

Joulwan and Ambassador Roy, and Lo then act. on those

recommendations .

But, frankly, after the Blackwater incj-dent, I did

not.--could not myself say that I knew that our oversiqht was

adequaLe; and that is why I ordered the report.

Mr. SARBANES. And the report reached some of the

concl-usions that I iust enumerated.

I am trying to understand how Lhese officials, as

rêñêntlr¡ =o late Septembef and early OCtOber, whO are

high-l-evel people who presumably have access to t.he very

kinds of sources of information that the panel looked at,
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could be saying publicly that. everyt.hing was fine, that there

was good scruLiny and good oversight. And what I am trying
Lo understand is were they speaking just because they didn't
have any information or facts, or were they trying to misl-ead

the Congress or the public?

Secretary RICE. No, flo one was trying to mislead you,

Congressman. I do think that what--that people were in
asking those responsible, do you have appropriate oversight?

The answer was, yes, we have appropriat.e oversight.

I¡Ihat I then did, because I could not. say without.

qualification or without. concern that there was appropriat.e

oversig-ht, \'\ias to have people go and look thoroughly at the

situat.ion. You might note t.hat that panel interviewed many,

many tens of people that, for instance, John Negroponte would

not have interviewed when he made those statements.

So when you have a management problem, the way to fix it
is to have a thorougrh, 360-degreelook at it by independent.

people and then to act on t.he recommendations.

Mr. SARBANES. I appreciate there was a management

problem in the State Department, and I am curious to know

whether you regret the fail-ures of the Department to conduct

the kind of oversiqht of these outsi-de contractors that
appears to have occurred.

Secretary RICE. Congressman, whenever there is an

incj-dent of t.his sort I consider it my responsibitity both to
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acknowl-edge it and to try and f ix it.

Mr. SARBANES. That \^Iasn't my question. My questlon was

whether you regret the failures of your Department, whether

you regret your failures to conduct oversight of these

contracLors.
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SecreLary RICE. I cerLainly regret that we did not have

the kind of oversight that T would have insisted upon. We

now will- have that oversight. But it is our responsibilit.y

as managiers to recognj-ze that when there is a problem, you

need to ínvestigate that problem thoroughly, and then you

need to act to fix it..

Mr. SARBANES. T appreciate it.

Chairman WAXMAN. The gentleman's time has expired.

Ms. Foxx.

Ms. FOXX. Thank you, Madam Secretary. I think you

a:4e_ _\.¡Õìl r-ert¡.i -r,, l^-..^ ^--nêd f hc rcsner-f 1- haf \.¡ôÌl haVe f fOme!ç- Jvq çe!9ctIIl.Jy IJCTVg çe!rlgu utrç !çÐI/çuu urfqu yvu ¡l<

both sides of the aisle for your straightforwardness and your

ability to answer questions, and I admire you tremendously.

So thank you very much for beíng here.

lVe've est.ablished that. corruption has been a serious

nrnl'r'l cm 'i n Tr¡r^r ¡nd r¡orr'r¡r -^ ': I L1^^r -'^urself severaL times.I,r! UJJ-LEltt J-Lr rr cLY, clrfu y vu v Ë ÞclJ-LL L.lrcl L y \)

We've also heard about some of the steps the government's

taking t.o fight corrupt.ion in Iraq, ranging from the military

surge, the diplomatic efforts. I'm going t.o ask you three

questions and 1et you answer them all- at one time, if that's

okay. And, you know, we've been called for votes again.

Would I be correcL in saying that our assistance in
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fighting corruption is a long long-term effort? That's the

first one.

And when do vou think we'11 see the results of this

Iong-term effort? At what point will we do that?

And are there any lessons that we can l-earn from our

experience helping factions in Northern Ireland, in the

Balkans work t.hrough peaceful coexistence that some thought

woul-d never see þeace?

.Ça¡rcf :rr¡ RTCtr I¡Jcl I ': | ': ^ - l-Ot. Of ef f Oft. IL' S!)sU!suqly f\--L\-.B. vIçf I, ygÞ t !U IÞ a

a country that's been through war and dict.atorship, and, 1r€s,

:rI^ ^ 1^-^ ^4.a.avÞ F^ .Fj^L{- fhc r.6rrrrnl-ìgp.I U Þ Ct J\JIIy çM! U UV ! ¿Y!¡U urrE uvr ! uy u!

f can't give you an exact date, but I know that the

Iraqis are making effort.s to improve the circumsLances there.

Some of the things that will help, for instance, when they

geL a system that is less dependent on subsidies, there will

l-re less nÕss'i hì'l il-r¡ for cnrrrrnì- inn Perl 9f it COmeS OUt Of!ç IspÐ l/vÞÈrv!¿+sJ !v!

that system. So we'l-1 continue to work with them.

Yes, we've seen in the Balkans--which, by the way,

corruption is still- a problem--we have seen that it takes

people time to reconcile. But. I just want to repeat, I don't

know what the implication is of saying that, yes, Iraq--I do

not think that the implication of saying that Iraq has a

corruption problem j-s to say that that is therefore reason

for the United States to stop dealing wit.h the Iraq

Government or working to help them fight their corruption
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nr.'ìl-r'lêmc T1- 'S tOO j-mpOrtant tO Our SeCUrity, and that'S whyvvvvÈ¿v¿ t

we're going to continue to help them fight therr corruption.

Ms. FOXX. Mr. Chairman, if I coufd, I would like Lo

tetl t.he Secretary one l-ittl-e st.ory. Two years ago f was at

the Louisville Elementary School speaking to a group of

second-graders, and we actually were having l-unch together.

Second-graders. And I asked t.hem if they had any questions

t.hey would tike to ask me. And there v¡as a lit.tle girl there

who said to me, well, since President Bush cannot run for

reelection, do you think that SecreLary of Stat.e Rice might

run? I t.hink she would make a greaL President.

Secretary RICE. Thank you.

Ms. FOXX. So I want you to know that second-graders in

Louisville are very much fans of yours.

Secretary RICE. Thank you very much.

Chairman WAXMAN. Thank You, Ms. Foxx.

Mr. Bralev?

Mr. BRALEY. Good morning, Secretary Rice.

T want to talk to you about the Christmas Eve shooting

on December 24, 2006. According to documents that t.he

committee has obtained, a Blackwater employee who was drunk

shot and killed a security guard for the Iraqi Vice President

inside the protected Green Zorle in Baghdad. This didn't

happen on a mission protecting diplomats. It happened on

Christmas Eve after a partv inside the Green Zone. And if
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this shooting had happened here in the United States, there

woul-d have been an arrest, a criminal conviction and a

prosecution. And if one of our soldiers serving in Iraq had

engaged in this type of behavior, they would have faced a

court-martial-.under the Uniform Code of Military Justice.

But accordinq to what the commj-ttee has determined, this

is what the State Department did. It fl-ew the contractor out

of lraq within 36 hours. Then it asked Blackwater to make a

payment to the family. And according to the e-mail-s that we

have been provided with, a payment to the families was

considered and then, quote, the best way to assure that the

Iraqis don't take the steps, such aS telling Blackwater that

they are no longer able to work in lraq. And my simple

question to you is, as we head toward another Christmas Eve,

do you ag.ree that t.he State Department made a mistake in

responding to that incident?

Secretary RICE. First. of aI1, that incident has

been--or that circumstance has been referred to the Justice

Department. And I've testified here that there's a lacuna in

the law, and we are working to get appropriaLe--we would l-ike

to get appropriate legislation that. speaks to the prosecution

of civil-ian contract personnel working in circumsLances like

Iraq. That was one of the findings of the panel that I sent

nrrr- Ànrt .i n f ecl \^7e verw much would like to see thatVUU. ruls/ !¡¡ lqvu/

because you're right, the Uniform Code of Mititary Justice
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provides a context for our soldiers. And there is protection

inside the United States. We bel-ieve Lhere's a l-acuna that

needs to be filIed.

Mr. BRALEY. When we had the CEO of Blackwater, Erik

Prince, sitting in the exact chair that you are sitting in

right now, I went through this with him, and he told the

committee under oath that, in his opinion, al-I Bl-ackwater

employees v¡ere already subject to the Uniform Code of

Military Justice, the War Crimes Act, and other internaLional

accountabilities that our current milit.ary is subject to.

And then I went throuqh the individual statutes with hi-m, and

he seemed to admit that if you look at the language of those

aÈ¡ÈrrF¡a t-lrarz ¡{nnrl- in t¡nl-, =nn'lr¡ rrn'laca l-}rar¡ :raÞLcLLLlLgÞ/ LIICy ll\Jrr Vt J-rr r4UL-/ AyPLy sr¿¿çÐÈ ç¡¡çJ q!ç

accompanying U.S. military personnel.

Secretary RfCE. I agree. And that's why we are seeking

and working for legis1at.ion, and we're very happy to work

with anyone who woul-d like to, to get that legisIat.ion.

There is a lacuna in our law about this. And even t.hough

this part.icular case--I want to reiterate--has been referred

to the DeparLment of Justice for further action, wê believe

that there is a hole.

Mr. BRALEY. The House recently passed legislation

add.ressíng this very issue. Have you taken a public position

on the merits of that leqislation?

SecreLary RICE. We bel- j-eve that there are some problems
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in that particular House Iaw, but. we are prepared to work to

get a l-aw--working with the Senate and working with the House

to geL a law that we think addresses the problem.

Mr. BRALEY. Are you prepared today to identif y t.he

specific problems that you have with the legislation?

Secretary RICE. I think we should allow the discussions

that are going on that are being led, as these are, by the

Justice Department to geL that law. But I am very strongly

support.ive of a faw that would cfose this loophole.

Mr. BRALEY. How do you square your support for thls

concept of legislation with the lrlhite House's stated public

opposition to the legislation?

Secretary RICE. Because the specific legislation has a

number of problems and concerns from the point of view of not.

just of those who would have to operate in the field, buL

al-so the Justice Department. And, of course, it is the

Justice Department that advises the President on this kind of

matter.

Mr. BRALEY. Now, this same e-mail- \,'¡e were referríng to,

which was actually sent out from Margaret Scobie from Baghdad

the day after the incident in quesLion on Christmas Eve,

says, wil-l you be following up in Bl-ackwater to do al-l-

possible to ensure that a sizable compensation is

forthcoming?

Are you al¡iare of the actual compensation that was paid
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+-n l-l-ro f:mìI1¡ ôf l-hiq Tr:rrì sêa'rrril-r¡--uv u¡¡ç !qLlL!JJ v!

Secretary RICE. I' m not avlare of the actual amount in

this case. I can/t recal-l- it at this point. But I wíl-l- sây,

Congressman, that this process or this practice of

compensat.ion is something that is used--it's a part of a kind

of cultural norm, and it is used, used by us and used by the

military
Mr. BR-A,LEY. Are you a\^¡are that the charge d'affaires

recommended a payment of $250,000 and that the actual

settlement was $15, 000?

Secretary RICE. I know that. there was a significant

difference in whaL was recommended and what was done.

Mr. BRALEY. Do you agree that. $15,000 is not a sizable

compensation?

Secretary RICE. I' m not going to second-guess the

decision at the time, Congressman, because I was not on the

spot, and I didn't review all of the factors that might have

been taken into account.

But the practice of compensation, of course, is one t.hat

is used very broadly in the region.

Mr. BRALEY. It seems that if this government is paying

#1-,222 a day f or Bl-ackwater f or the services of its

employees, that a compensation of $15,000 for the life of an

Iraqi who is guarding the Vice President of Iraq seems like a

very meaningless compensation.
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The gentleman's time has exPired.Chairman WAXMAN.

Mr. Hodes.

Mr. HODES. Thank You, Mr. Chairman.

Madam Secretary, I would l-ike t.o pick up on one of the

issues that you've just discussed. You said you now see that.

there's a hole in the Iaw, and you would very much l-ike to

see legislation. on Tuesday your bl-ue ribbon panel

investigating the use of security contractors in lraq issued

it.s report, and, âs you've indicated, one of its principal

findíngs is partícular1y troubling. It doesn't simply say

there's a hole; what it says is that the legal framework for

provid.ing oversight over personal protective service

conLractors is inadequate in that the panel- is aware of any

basis for holding non-Department of Defense contractors

accountable under U. S . l-aw.

I find this an amazing statement. And whil-e we can

acknowledge that we need to fix it, I'm very curious about

how we coul-d have possibly gotten ínto this situation.

Ambassador Kennedy's panel, in effect, found that Blackwater

and the other security contractors had been acting above the

l:w essentiallv in free sÞace above the law. In thi-sseYr, eevv¡¡e¿s++_¡

country no one j-s above the law, yet the contractors/

according to your pane1, have been above the l-aw for the past

4 vears

How could this happen? You've paid Blackwater over $800
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mil-l-ion. Didn't anyone, didn't you or your subordinates ever

stop to ask whether or not the legal framework was in place

to hold these contractors accountable for their actlons? The

military certainly is when there is error commit.ted. How

coul-d this have happened?

Secretary RfCE. First of all, this is not just a

nrnh'l am Fnr q'-tate Department conLractors. We have a lot of

contractors working in Iraq, and we want to make sure there's

a proper framework. But I don't think of it as proper to say

that. they were above t.he Iaw. I just tol-d you that. one of

the--that the case that was iust referenced has, in fact,

been referred to the ,fustíce DeparLment. So it is not above

the law. It is being handled by the Justice Department.

We continue to bel-ieve that the tightening of that

framework would make a great deal- of sense, and we want to

work for that legislation. But that. case, the case of

Christmas Eve, has indeed been referred to the Justice

Department.

Mr. HODES. We have heard graphic testimony and seen

convincing evidence that. over the past 4 years there have

been numerous, nlrmerous incidenLs by Blackwater which

arguably coul-d constitute criminal- behavj-or under Uni-ted

States 1aw, yet there has not been a single prosecution

brought by t.he Justice Department. f'm aware of no prevrous

FBI investigations or any action by the State Department to
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hotd Blackwater accounLabl-e for any of the previous incidents

involving arguably unwarranted violence against Iraqis.

You now come and sal¡ there's a hol-e in the law and that

the Justice DeparLment is handling this matter. Tf, in fact,

there is currently no lega1 framework under which the Justice

Department and the FBI, if it. finds something wrongi v¿as

commitLed, could handle the maLter, how do you explain to the

American people and this panel that in 4 years no proper

legal framework has been put ín place until apparently you

are now--your support today for some legislation to handle

f-lraco mrfl-arc?

Secretary RICE. This is an issue of prosecution under

U.S. law. I would noLe that this--t.he framework in Iraq for

dealing wit.h t.he contractors comes from a period--the CPA

period in which Order 17 governed t.his. It. isn't adequate

for the current circumstances. The case in--the case of the

Christmas circumstances have been referred to the Justice

Department.

I would remind that this is a \¡/ar zone, and that it is

true that someLimes incidents happen. They are reviewed.

It's not the case that they haven't been reviewed. But we do

believe that it would be very helpful to have a law that is

explicit to this particular circumsLance.

Mr. HODES. Madam Secretary, with all due respect, I

think it's questionable whether anything that the CPA did
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had, in fact, binding aut.hority on the United States legal

system. And beyond that, I'm noL talking about simply the

Christmas inci-dent, f'rt talking about the confidence that we

need to have that, going forward, t.he State Department ís

going to take care of something, which it appears that you

and your subordinates have absolutely recklessly failed to do

in t-he nasf 4 l-he h'i storw of what is eitheryears/ gaven

incompetence j-n management or purposeful l-ack of attentj-on to

this.
How can we be assured t.hat we are going to be going

forward in the right way to establish a lega1 framework that

works t.o hol-d these contractors accountable?

Secretary RICE. WeI1, first of all, Congressman/ in

thís war zorre f don't think the people have been either

reckfess, nor have they been trying somehow to shiel-d people

in this circumstance. V'Ihat has happened is that. we have

been--we have taken incidents, we have l-ooked at them and

reported them. I will be t.he first. to say--and it was my

answer to Congressman Sarbanes--and the reason that I ordered

this review is that I did not think personally that I coul-d

say t.hat the oversight and the follow-up was appropriate.

And so \^re now have a report on which we can act.

Vle will act on it. VrÏe've already acted on some elements

of it. It will be very helpful to have a law that closes

this particular facuna. But the people in the fleld Lrave
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been dealing wit.h these circumstances under the most

d.if f icult circumstances where they're t.rying t.o protect our

diplomats, and that they have done. They've been able to

protect our diplomats. And I hope they will continue to be

abl-e to protect our diplomats who travel- through war zones

with fEDs going off and with indirect fire. But the

framework indeed was inadequate, and that's why I've

asked--asked for the review, and that's why I ask that we put

in place these particular recommendations'

Mr. HODES. My t.ime is up. Ï find your answer

unpersuasive.

Th:nk r¡orr Mr (-h: i rman.r¡¡sr¡rt Jvs,

Chairman WAXMÄN. The gentleman's time has expired.

I just want to poínt out, the incident was not in a war

zone. It was in the Green Zone, and it \^/as a man who was

drunk on Christmas Eve and who shot t.he--

Secretary RICE. That one has been referred to the

Justice Department. But again, Chairman, I'd encourage you

to go and look at the--

Mr. SHAYS. Mr. Chairman, coul-d we- -

Secretary RICE. The Green Zone can be pretty tough.

Mr. SHAYS. Would the gentleman yíeld for just a second?

I woul-d like to point out that there appears to be no

witnesses. So when I spoke to the Justice Department, part.

of the reason why t.hey are having a hard time reconstructing
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it is because there were no witnesses.

And secondly, I want to poi-nt out that 30 Bl-ackwater

personnel have died defending the State Department and other

officials who travel- around Iraq, and they've never failed

orrce in their protection, whoever they've been required to
ñr^fêñl-

Chairman WAXMAN. I want to go on to other Members, but

there's no ]aw in effect. The man got drunk, shoL an

innocent Iraqi not during the war, buL in the Green Zone on

ChrisLmas Eve, and he can't even be prosecuted because

there's no law in ef fect. So that's the situat.i-on.

Secretary RICE. Chairman/ I Lhink what Mr. Shays said

to you is actually correct. The Justice Department is

looking to see whether he can be prosecuLed by--because of

the evidence. fL is not the absence of law in that case/

it's a questj-on of evidence. So they are investigating it.

Chairman WAXMAN. Thank you.

Ms . McCol-l-um.

Ms. MCCOLLUM. Thank yoü, Mr. Chair.

Secretary Rice, oD J:uIy 26, 2007, this committee held an

oversight hearing on the problems with the State Department's

construction of the new $600 million embassy in Baghdad.

General Williams, the head of the State Department Office of

Overseas Building Operations, testified that t,here were no

significant problems. The head of the State Department's
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Office of Overseas Building Operations testified that there

\^rere no significant probl-ems with the construction at the

embassy, and that it would be complet.ed in September. Artd

T'm going to quote you what. he said: Quote, I am pleased to

report, Mr. Chairman, that the project is on schedule, on

budget, and we're slated to complete the project in September

of t.his year.

Then he goes on to say, we have received numerous

accofades as to the extremely high quality of the

construction.

I would l-ike to continue oh, though, that in Sept.ember

when General Williams promised the building woul-d be ready,

fhe sr.ât-e Denartment inspectors issued a report on the

embassy's fire suppression system. They documented hundreds

of viol-ations of the contract, specifications, fi-re codes and

regulations.

At yesterday's hearing before the Foreign Affairs

Committee, you said we've alf experienced problems with

construction, suggestJ-ng that the problems in the Baghdad

Embassy v/ere nothing out. of the ordinary. I woul-d l-ike to

show you a copy of this 140-page report and read you just a

few of the excerpts.

Quote, Lhe fire service mains are defective. Quote,

there is no reliable fire sprinkler system coverage in any

building. Another quote: A fire could spread very quickly
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from one area to another. And I read the report, and thaL's

because the proper materials are not. put in between the

firewalls. Another problem, improper wiring methods used

throughout the buildíng. The entire install-ation is not

acceptable, t.hat. is another quote. And the final one I will

use is, the contractor could not provide a t.imeline for

complet.ion and continues to struggle with the understanding

of project specifications. And, in fact, in one of the

minutes--and Mr. Thorpe asked the att.endees, who wil-I take

responsibility if a fire occurs? The underground breaks--and

they're talking about the main pipeline--cannot supply water

to the fire. And in the minutes it says, there was no

response.

Many of these problems were known long before the July

hearj-ng. For example, Lhe report says a year ago the State

Department was informed that the conLractor used the wrong

material-s on underground fire service mains, and they've

already starLed to crack.

IL's very hard for me to reconcile the testimony the

committee received in July which promised the embassy woul-d

open in September with an inspection report and the documents

with scores of serious construction problems, problems of

Iife, health and safety. So coul-d you please explain to this

committee why we were told in July t.hat t.his embassy would be

open in September?
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Secretary RICE. Well, General Wílliams did testify that

the embassy would be ready in September, but obviousl-y if

there are flaws and defects at all, w€ weren't going to open

it. under those circumstances.

The probl-ems that you're referring to, Congresswoman

McCollum, are indeed problems that the State Department found

itself. These were problems found by t.he Office of Overseas

Buildings' own overseas f ire inspectors. So, of coi-rrse, when

those were found, the remediation had to be done at the

expense of the contractor, and so it. delayed bringing the

buitding on 1j-ne.

So, yês, these are--these are problems in construction.

they were found by the--our own inspectors. They're being

remed.iated by the-

Ms. MCCOLLUM. Madam Secretary, the State Department was

aware of the problems that f just cited, aware of the

problems bef ore t.he ,Juty meeting. General Wil-liams came to

this committee and told us that the construction was of

extremely high quality, and he told us'that this embassy

would open in September. Now, given the magnitude of the

problems and many that the State Department was aware of well-

before this hearing, it woul-d be not good if your staff did

not know in ,Ju1y when coming before this committee that this

building had such serious problems. That's a huge

communication problem in t.he State Department or a deliberate
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communication problem in the State Department before those

who came to testifv to this committee.

Now, Mr. Chair, f al-so have a question for you. Vle had

asked for documents. This committee had asked for documents.

i,rie have received some of them, but my understanding is 3

months later we have still not received the bul-k of documents

we requested at that hearing. Is that correct, Mr. Chair?

Chairman V'IAXMAN. Yes, it is .

Ms. MCCOLLUM. Mr. Chair, I would--I know that you're

asking for them. We were t.old in other cases the documents

will be made available. Obviously buitding inspect.ion

reports are not classified at this fevel for repairing

construction, and I would hope the committee could recelve

everything.

Chairman V'IAXMAN. Thank you. The Secretary- -

Secretary RICE. Well-, I would l-ike to respond,

Cong'ressmarr.

Chairman WAXMAN. Sure.

Secretary RICE. First of all, agfain, in construction,

complex consLrucLion in a complex environment, there \^tere

problems with the fire suppression system in the guard house.

Those problems are being remediated at no cost to the United

States or to the taxpayers by the company on the basis of

inspections that we ourselves did.

I think anybody is familiar that when you take ownership
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of a construction project, you 9o and you find out what is

wrong, and then the company remediates. That's what is going

on here. ft's a completely normaf practice. The

circumstances of fraq are anything but normal, but we are not

going to acceþt a bui]ding thaL these probl-ems have not been

deal-t with.

Chairman WAXMAN. Thank You.

Secretary RICE. On the documenLs

Chairman WAXMAN. Yes.

secretary RICE. As I understand j-t, we have 18 separate

substantive reguests. We have exerted 10,000 manhours in

t-r¡inrr t- n frr'l f ì l'l thnsc reortests. In one case, Mr. Chairman,u/ r¡¿Y uv

t.he request was one that globally would have brought about a

million documenLs--a million pages of documents in-

So it takes time, Congresswoman. I have a staff of

people working as hard as they can Lo make those documents

available to you. They are career people. They are not

potitical people. They,re trying to make them avail-able to

you. I can, if you would 1ike, assign an officer from some

other high-priority task to Lry and do this ful-I time. I'm

prepared to do that. But I can tell- you that the document

reguests have been quite extensive, and we are doing

everything that we can to get the documents to you.

Chairman V'IAXI4AN. Well, I want to have cooperation and

wanL to also be reasonable with you. I must tell Yoü, your
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Department has been the most difficult to get documents from.

We have worked with other departments of government as wel-l.

Vüe are the watchdoq committee. This committee watches the

governmenL spending taxpayers' funds, and we t.hink we're

an1- iIIcd 1-n crgl t.hat infOrmatiOn. ft,S r-erfein'lr¡ nc¡f
:v u VSLLLL I

national- security for us to know how the money is being

spent.

Seeref.arv RICE. As we have said, w€ will get the

documents to you, Mr. Chairman. It's not that we're not

trying to get the documents to you, but the requests are

cruite extensive.

Chai-rman WAXMAN.

Mra Ma'l nnor¡

I appreciate that.

Mrs. MALONEY. Thank you, Mr. Chairman.

And, Madam Secretary, thank you for your service.

In your opening statement, you said that our troops

deserve the best support, and I couldn't agree more. And in
fact, parL of that support was supposed to be training t.he

Iraqi police so that they could stand up--as the President

would say, stand up so our troops can stand down and come

home.

Because of this focus in mission, and because it's so

important to our lraqi mission, I was incredibly disturbed to
read the report from Stuart Bowen, the Special IG for lraqi

Construction, this week, and in his report he said that the
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State Department's çI.2 bill-ion contract with DynCorp to

train the Iraqi police is missing. He said, and f quote, the

State Department does not know specifically what it received

for most of the ça.2 billion in expenditures under t.he

DynCorp contracL for the Ïraqi police training program. He

further called it, and I quote, the weakest staffed, most

poorly overseen large-scale program in Ïraq. In February, h€

test.if ied bef ore this committee that. ç4.2 mill-ion was spent

for an Olympic-sized pool in a palace for the Ïraqi police,

and it has never been used. He called the program in

complete disarray. And f repeat, this was one of our most

vital focuses.

So how do you respond t.o his scathing scandal-ous report?

Secretary RICE. Welt, first of all, it is simply not

true that we don't have a copy of t.he contract. We have a

copy of the contract.

Mrs. MALONEY. You have t.he contract. He says çA.2

billion is floating around--

Secretary RICE. V'Ie don't have a copy of the contract.

Let me just correct t.he record. We have a copy of the

contract.

Mrs. MALONEY. He said the money's missing.

Secretary RICE. No. The money has to be reconciled.

Now, l-et me explain to you what happened with INL and

this DynCorp conLract. When I became Secretary, there had
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been during the transit.ion considerable concerns about how

INL was being run and staffed. The first change that I

made- -

Mrs. MALONEY. They told us in a staff briefing they

coul-d not f ind the contract f ile.

Secretary RTCE. I' m told that--l-et me explain. There

.,i ^ ,_,^ ì^^--^ È1!Þ--wç rrqvç u¡1€ contract. And the contract file--there was

not a contract file kept by the person who oversaw this at

the t.ime.

But I need to go back here just a moment, Congresswoman.

Vfhen I became Secretary, I knew that. there were problems in

INL. One of the first personnel changes that I made was to

have a new Assistant Secretary for INL. I brought in a

senior manager who did an internal audit of INL's operatíons,

including over contracts of Lhis kind, found sufficient

difficul-ties so that the incoming Assistant Secretary,

Ambassador Anne Patterson, who had a l-ot of experience with

this having been Ambassador in Colombj-a when we ran large

police conLracts, then began--we had another external- review

and then began to remediate the problems at INL.

Mrs. MALONEY. So what was your response to the $1.2

billion missinq?

Secretary RICE. You will see from the report that

Stuart Bowen has is t.hat since mid-2]06 when Anne Patterson

established appropriate reconcifiation measures for
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reconciling invoices and services, Lhat that is completely

accounted tor. Vüe have four people now working on the

previous time Lo reconcile--

Mrs. MALONEY. Madam Secretary, I'm going to contact

tomorrow the IG Bowen and ask him to give us another report

since you seem to say it's al-I right now. Furthermore,

Sccrcf:rrz if I COuld--ves! y ,

Secretary RICE. Congresswoman, please don' t--

Mrs. MALONEY- Can I teII you that I am not surprised at

that report that came out from General- Jones where he said
þ1^^ -^F'i^*-1 police are ineffect.ive and--and f want l¡ nrrnfaLIIç jIAUMTAf i 

=llgVUrVç 
q¡rs q¡¡U ¿ vvq¡rL çV YqVçç

this because I find it almost unbelievable.

He said the national þolice should be disbanded and

reorganized. And I am not surprised, given the fact that. the

money that was supposed to train them are missing.

My question, Madam SecreLary, j-s for you to put yourself

in my shoes. I' m home in my district. I' m standing ín front

of a town ha1I meeting of hard-working Amerícan men and women

who are paying their taxes. Many of them punch a cl-ock for

their time. Thev are accountabl-e f or t.heir ti-me and f or

their money. And how do I explain that the IG says that çL.2

billion is missing that was supposed to train the police, t,he

most crit.ical of our missions to help stand up, and how do I

explain ç4.2 million for a swimming pool that has never been

used? Vühat do I say to my constituents when they say, why
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are American young men and vüomen being killed when the

American Government cannoL even account for the money to

train the lraqi police that. is supposed to help them bring

stability?
Chairman WAXMAN. The gentlelady's time has expired.

Secretary RICE. Yes. Vriould you like my response/

Chairman?

First of all, Congresswoman, it is not right to say that

$1.2 billion is simply missing. There is a process that

needs to take place of the reconciliat.ion of invoices which

were considered inadequate. And so, in fact, goods and

services have been delivered. Vle deliver the qoods and

services to MNSTC-I on the military side. They do t.he

training. But the--and so the t.raining is not actually a

Stat.e Department function. Our function is to administer the

contract

Now, as to the contract--

Mrs. MALONEY. If those are State Department dollars,

the State Department shoul-d be accountable.

Secretary RICE. V'IouId you like me to complete my

answer? Thank vou.

Let me read to you from Stuart Bowen's account: "the

Bureau has taken action"--meaning INL. "the Bureau has taken

action and conti-nues to take actions to improve it.s

management of the DynCorp contract in particular. As a
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result, we have in the reconciliation process that has been

taking place already identified some $20-pIus million that

\¡/e've bill,ed" --"ç29 million that we've billed the company for

because the invoj-ces were inadeguate. There's another $19

mil-lion that is being pursued with the company. We expect to

find more. "

So there's a reconciliation process going on. You can

tell- your constj-tuents this is noL a matter of having lost.

Lhe money. This is a matter of invoices, âs I am told by the

nconle who erc '¡^'i-- Fr^':^ This is a matter of invoices andI/ç\Jyf ç wrr\J alE uvrrfy urrrÞ.

records that were noL solid enouqh for us t.o be confident

that t.he goods and services \^iere being billed properly.

Theref ore _ wê' 't 't nrrf f nrry ,rcnrrl c .lrr rê¿-rìñ^.i 'l .i -^ ^^ñ{-yects¡¿¿v¡ v¡v! v / ra I/UU !VU! yEvI/¿ç v¡¿ !ççv¡lçlM¡y uv¡¡u!(

prior to mid-2}O6. We are up to date on reconciling those

after mid-2]06. So that. is t.he story.

And I wanL to aqain note that SfGfR didn't find this.

This was a DepartmenL of State audit of its own procedures

that came under new management because there \^/ere problems in

the Bureau of TNL. And that's very often the case with many

of the things that have been mentioned here. It is the

Department that finds problems and then seeks to fix them.

Chairman WAXMAN. Madam Secretarv?

Secretary RICE. Yes.

Chairman WAXMAN. We are trying to accommodat.e your

schedule, and it was our underst.andj-ng you wanted to leave at
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L2:30. V'Ie have four Members who would stitl like to ask you

questions who have been here all day. I was wondering if you

could stay extra time , !5, 20 minutes.

Secretary RICE. I have a rea1ly very important meeting.

I can perhaps , if t.he Members can keep thej-r questions short

and I can answer all- of them at the end, that would be besL.

Chairman V'IAXMAN. Maybe do 3 mínutes each Member? Arld

then you will have a chance to respond to those Members'

questions?

Let me ask the Members if that's acceptable.

Mr. SHAYS. I would like my colleague to have 5 minutes

to ask his questions.

Chairman VüAXMAN. V'Iell- I would like my col-leagues to

have 5 minutes as well.

Mr. SHAYS . It' s not acceptabl-e .

Chairman WAXMAN- It's not acceptable. Then the

question is to you, will you stay a Iit.tle longer so we can

accommodate a few more Members?

Secretary RICE. Yes, Chairman.

Chairman WAXMAN. Okay. Thank You.

Mr. Jordan.

Mr. JORDAN. Thank yoü, Mr. Chairman.

Secretary, thank you for your service to our country and

the professional way you go about your duties.

Let me ask a general question. I want to feave some
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time to my colleague from Connecticut. What impact do you

think actions and st.atemenLs by Members of Congress have had

on your ability to deal with corruption in Iraq and, maybe

more import.antly, to hurt our chances of succeeding in our

mission? And I'm thinki-ng specif ically of st,atement.s

l-ike--made by Members of Congress when they talked about a

slow bleed on denying dollars to our troops; I am thinking
about Members of Congress who tal-ked about a public

timetable; being bound by unprecedent.ed statement.s made by

Members of Congress talking about the war is lost; and the

actions recently where 79 Members of Congress voted not to
condemn an org:anization that sl-andered the reputation of a

3O-year veteran and a four-star general. Could you comment

on that. if you would, please, SecreLary?

Secretary RICE. Well, I--people can say what they would

lil¡a hrrr- T Fhink for the morale of our neonle in thc f ielrl, vsv !v! u¡¿e trtv¿ a¿ç v! vu! ts/çvyls rrl u¡¿ç

what is important is for people to recognize and t.o say that
they know t.hat they're giving their service to their country

under the very most difficul-t circumstances that t.hey--the

State Department people who are being talked about for
programs that. are trying t.o do this but may not. be ful1y
achieving that are peopl-e who are serving far away from

family under extremely difficult circumstances, dodging

indirect fire in order to carry out these goa1s. And I think
their service ought to be honored, and I appreciate that you
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have made that comment.

Mr. JORDAN. Thank you.

I would yield t.he bal-ance of my time to Mr. Shays .

Mr. SHAYS. Thank you.

There has been inf ormati-on- -

Chairman WAXMÄN. Excuse me for a minute. Mav I ask all

of the Members that still have time that they hope to have to

ask questj-ons that they keep it as short as possible? Mr.

Shays has talked three times. And, Mr. Shays, you certainly

have a right to speak, but I don't want you to deprive other

Members.

Mr. SHAYS. I wil-l explain why I want my fuII 5 mlnutes.

Chairman WAXMAN. Well, you are on your 5 minutes.

Mr. SHAYS. We have had incredible misinformati-on

nrorrided to fhe Ser-ret-arw. and we've had a number ofv99!1,,

Democrats who have gone one after the another. And f would

l-ike to make sure t.hat we are clear on this.

Does any of the $96 billion that is appropriated by the

United States go to the Iraqi Government?

Secretary RICE. It goes to programs--either programs on

the St.ate Department side or to fund our Lroops and our

diplomats in the field and our operations in the field

Mr. SIIAYS . Thank vou.

Secretary RICE. That's what it's for, not for the Iraqi

Government.
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Mr. SHAYS. The second question f want to ask you--

Mr. DAVIS OF VIRGINIA. Vlould the gentleman yield?

MT. SHAYS. YeS.

Mr. DAVIS OF VIRGINIA. Does that. mean wit.h the 596

billion, then, could any of that end up wit.h Ïraqi corruption

or end up in the enemy's hands?

Secretary RICE. It is going Lo fund our troops. And

fund our diplomats, and fund our embassy operations and fund

programs that we run.

Mr. DAVIS OF VTRGINIA. So that couldn't end up in enemy

hands, âs has been alleged over here, correcL?

Secretarv RICE. It would be difficult to see how.

Mr. DAVIS OF VIRGINTA. ThanK vou.

Mr. SHAYS. And that' s t.he reason why we're tryj-ng to

ask these questions.

The other question that Ms. McCollum has constantly

asked, it r^ias your report that uncovered the problems with

t,he embassy; is that not correct?

Secretary RICE. That. is correct.

Mr. SHAYS. And it is based on your report, 1rou have

taken action t.o make sure Lhat the contractor fixes it.
correct?

Secretary RICE. That is correct.

Mr. SHAYS. And is it true that vou will not take

possession of this property unt.il t.hey are corrected?
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Secretarv RICE. That. is correct.

Mr. SHAYS. Let. me just ask you about Blackwater.

Blackwater--f woul-d like to know about how manv Bl-ackwater

sol-diers--first off , I woul-d like to know the makeup of the

individuals that are comprising the guard, the security
force. It.'s my understanding that they are former military
personnel, either Army, Marines, Air Force, SEALs. That's my

understanding; is that correct?

Secretary RfCE. That is correct. And they are people

who are thoroughly vetted. Even despite the fact. that. they

have significant security experience and have most oft.en

served in our own Armed Forces or the like, they are stílI
vetted beyond that, and given--and have been vetting to have

Secret securitv clearances.

Mr. SHAYS. It. is also my understanding that. there have

been 30 Blackwater, Army police border--Army police, Navy

SEALs, whatever, now under Bl-ackwater's pa\¡ment that hrave

lost t.heir lives.

Secretary RfCE. Yes, that's correcL.

Mr. SHAYS. ft's also my underst.anding that they have

been Ín charge of protecting Americans. Have they lost any

American that they were charged to protect?

Secretary RfCE. Thank God and knock on wood, flo.

Mr. SHAYS. I find t.hat absolutely astounding that they

have noL lost anv in this war.



2920

292r

zJ zz

ZJ ¿5

2924

2925

2926

2921

2928

2929

2930

293r

2932

2933

2934

2935

2936

2937

2938

2939

2940

294L

2942

2943

2944

HGO298.000 PAGE 1.22

And f just thank my colleague for yielding.

Chairman VüAXMAN. The gentleman's time has expired.

lvlr. Ijavt_s .

Let me suggest, Mr. Davis, Ms. Norton and Mr. Cannon, I
wolllrl hnne a'll fhree crf r¡or' .i€ -'n" rl^-/t feel Vôtl need tOvvvqrv ¡rv¡/ç qlr u¿r!99 v! .Ivvt +! Jvq sv¡¡

use your 5 minutes, would be respectful of the Secretary's

schedule:

Mr. DAVIS OF ILLINOIS. Thank you very much, Mr.

Chairman.

Madam Secretary, let me just clarify something. Under

responding to questions from Representative Maloney, did you

just testify that no contract fil-e was kept for the çL.2

1^.i r 'r ..i ^ñ hy^Æ-am?vJ¿!¿v¡¡ y!vY!<

Secretary RICE. I said that the coordinator, t.he

representative did not keep a full- contract fiIe. That fite

is being reassembled. It is one of the reasons that I made a

change in the management of that Bureau

Mr. DAVIS OF ILLINOIS. Vüel-I, thank you. Thank you very

much

I want to ask why the State Department selected First

Kuwaiti as t.he prime contractor on the embassy project. The

St.ate Department awarded the $600 mill-ion embassy

consLruct.ion conLract to First Kuwaiti in Jul-v and September

of 2005. At the same time the managing partner of the

company, Vüadi al-Absi, \,vas apparently under investigation for
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paying kickbacks to procurement officials to obtain Federal

subcontracts for First Kuwaiti.

I would like to show you--this is a court documenL in my

hand that the DepartmenL of Justice filed in May in a

criminal- case invol-ving one of the officíal-s who Mr. Al--Absi

apparently bribed. This official pleaded guilty to these

charges. And let me just read some of the excerpts from t.he

-1 ^^,¡..1 -^PrEclLrflry .

In or about ,June of 2003, the managing partner of f ered

to pay a kickback. Prior to the bid process for the

subcontract, the managing partner paid approximately $10,000

as an advance on their kickback agreement. Under the

kickback ag'reement, t.he official was to receive approximaLely

$50,OOO for awarding subcontract 1-67 to First Kuwaiti.

Now, of course, the taxpayers not only in my district,

but across the country will- find this diffícul-t to

understand. The embassy project is the largest constructron

projecL in the history of the State Department. It is a

crucial part of your long-term plan for Iraq. Yet the

contracts were awarded to a company that is run by someone

who is under investigation for kickbacks and bribíng cont.ract

officiats. Can t.his be justified? Do you think there's

justification for thj-s?

Secretary RICE. I believe that this is a seal-ed

document; am I right?
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MT. DAVÏS OF ILLINOIS. Yes.

Secretary RICE. Yes. And vre were therefore not aware

of this Justice action.

Mr. DAVIS OF ILLINOIS. But it has been unseal-ed.

Secretary RICE. Yes. After the fact. I just want to

noLe that this is a sealed indictment.

Mr. DAVIS OF ]LLINOIS. It was indeed a seal-ed

indictment.

Secretary RICE. So we were not, in fact/ aware of a

sealed j-ndictment against this official.
You asked how Kuwait got the bid. First Ku\n/aiti offered

a firm fixed-price contract, and it was t.hus awarded the

contract. Many other elements were bid, buL, in fact, it was

awarded because j-t was a fixed-price contract. Arrd I want to

repeat, w€ are going Lo cont.inue to inspect the product. that

is turned to us--turned over Lo us. lVe're going to continue

to make sure that First. Kuwait.i remediat.es any problems atr

its o\^rn expense.

Mr. DAVfS OF ILLINOIS. Vüell, Madam Secretary--

Secretary RICE. No, w€ were not aware of this.
Mr. DAVIS OF ILLINOIS. V'Iel-l-, 1et me just say that I

don't think a l-ack of information or iqnorance of faccs

rea11y can be an explanation. The contractor that. Mr.

Al-A-bsi apparently bribed is KBR, which at the time was a

subsidiary of Halliburton. They have the si-ngIe biggest
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g:overnment contract in Iraq. Hal-liburton reported the

bribery to Army officlals in 2003 and were, in fact,

cooperating with the investigatj-on. All that you or your

staff had to do was ask the Army or the Justice Department

about their experience with First Kuwaiti.

I think you should have known that First Kuwaiti was

implicated in serious corruption before you awarded the

contract to the company. But assuming that. you did not know

the facts when the contract was awarded, you certainly and

obviously know t.hem now/ yet the St.ate Department does not

seem to be doing anything to separate ltself from First

Kuwaiti. In fact, the State Department is actually awarding

First Kuwaiti new contracLs in Africa, Indonesia and the

Middle East.

So my quesLion really is why are you cont.inuing to award

large contracts to First Kuwaiti when you know that the head

of the company has been implicated in bribery?

Chairman WAXMAN. The gentleman's time has expired.

Madam Secretarv.

Secretary RICE. Since thís information has become

ar¡ai'l al^r'l e. I ef -r"^þ ^^-' Lhat the contract that we're ahrares v s¡¿s,+v, t[ç J uÞ u Þay

nf in .Tarlrl=h fcllins¡anr-e. j^ a^Èrì^1t" tO an AmefiCan\JJ- J-l,I LJç\r\¿AfI t LvL r f Þ 4ULUA] ¿y

company, Grunley Walsh of Rockville, Maryland, for which

First Kuwaiti is a prime--is a subcontractor. Now, I have

asked that we review all of our contract possibilities with
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First Kuwaiti, and that review is underway.

Chaj-rman VüAXMAN. I' m sorry, Mr. Davis. Your time is

expired.

Mr. Cannon.

Mr. CANNON. Thank you, Mr. Chairman. I appreciate your

indulgence for the full time allott.ed, and those others on

the panel who wish Lo use their full- time.

And I wanL to thank you, Madam Secretary. I apologize

for not having been here during this whole hearing.

Unfortunately I have had other t.hings to do, but I watched

you on TV, which 1s realIy what counts. And you've been calm

and concise; heckled, but unharried. So I think to the

American people you come across very, very wel-l.

I want to thank you for your service. This is

difficul-t. f was talking to a Congressman on the way back

from the last vote, and I was just asking him, who wrote the

book on what we're supposed to do, because I haven't seen it

yet.? And we're sort of struggling forward as we go. We are

dealing with something that is fairly unique in our history

as Americans, and that is that one of our parties seems t.o be

vested in our failure in the war on terror in general, in

Iraq in particular. And I suspect the American people are

going to figure that out. And your presence here today has

been very, very helpful in helping them understand the sort

of the complications that we have.
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For instance, we've been talking about contractors under

investigation. But you can't debar a contracLor when he,s

under investigation, can you?

Secret,ary nf Ce. That, s right . And, in f act, whar we

rely on is a schedule that is provided from the GAo and the

oMB that says that t.his contractor is acceptable for bid, and

unless they're on the barred list, then they can be

acceptable for a bid. And certainly in circumstances in
which something is sealed, one woul-dn'L be expected to know

that the Justice--every single investigation that the Justice
Department is going through.

So, y€s, they were not on t.he debarment. l_ist to answer

your questi-on.

Mr. CA},TNON. And an investigation woul_d not put. them on

a debarment. rist, nor a conviction woul-d. we have a process

f or t.hat. But we are a government of l-aws, noL of discret.ion
rrñ1^*;,¡t ^-r ^Fs^--^-¡ururrre.r-ecr/ as some apparently would wj_sh to see.

Now I have a question that is rea11y burning because I
foll-owed the issue closely with the contract security. And r
have argued with people here in my home district about t.he

j-mportance of this. ft seems to me that.--and, in fact, both

sides of the aisle here in Congress are saying, wê need to
solve this problem diplomatically. And r think it takes more

than just diplomacy, but it at least does take diplomacy.

And we've had a record of no d.eaths of d.iplomats under the
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protection of Blackwater particularly, but of other

government contractors.. Can you talk a l-itt.l-e bit about how

important the protection of diplomats has been in the

process?

Secretary RICE. Yes. First I want to repeat that,

thank God, and I again will knock on wood, we have not l-ost

people. And I think it is--it's the very good conLract

security that we've been provi-ded. And our peopl-e have to be

able to get out of the Green Zone. They have t.o be able to
functj-on in minist.ries like the Ministry of Finance Lhat's in
the Red Zone. They have to be able to function in PRTs when

we're not embedded with the military. They have to be able

to get out and work with provincial councils. They have to

be able to do aII that work. And without protection, I can't
send unarmed diplomat.s out to do that.

The military can'L prot.ect us. We don't have enough

diplomatic security agents to protect us. So somebody's got

to protect us, and that's what the private security firms do.

Now, as I said, I think--I know that better oversight of

these private security contractors ís necessary. I'm the one

who ordered the review, and, having gott.en the review, r^¡e are

now acting on those elements. But we cannot do our work--and

for all of those who think, as the Chaj-rman beg:an, that the

political task now is absolutely critical if we're going to

succeed in Irag, the political task can't be done without
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security for our diplomats.

Mr. CANNON. Thank you. f appreciate that. I' m sort of

wonderi-ng if we armed our diplomats how some people might be

killed by their j-naccurate aim.

SecreLary RICE. I think that's not where we want to go.

Mr. CANNON. I think you're right.

f want to yield to Ms. Foxx for another question.

Ms. FOXX. Thank you.

Madam Secretary, I am very concerned about our

relationship with Turkey and about what's happening with the

PKK and their coming into Turkey and killing Turkish

citizens. We've promised additional action, and we've

promised that. we will st.op these incursions into Turkey, and

yet the viol-ence has increased. Can you tell us what we're

going t.o be doing to stop this violence and stop the killing

of Turki-sh citizens?

Chairman WAXMAN. The time is expired, but please ans\^ler

the quest j-on.

Mr. CANNON. It has not expired. Oh, it has now. I

yield back. I would hope that the gentlelady would be able

to respond.

Chairman WAXMAN. I think she is entitl-ed to respond.

Secretary RICE. We have worked with the Iraqis and the

Turks to put together a trilateral committee that tries to

deal- wit.h these incidents. There will be a delegation of
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Iraqís i-n Turkey. We think that this is an opportunity for

Iraqis and Turks to work together t.o try to deal- with the

PKK.

Everybody believes that the PKK is a terrorist

organization, so there isn't any difference t.here. They

nnor=l-a in 2 rLrery remote part of Kurdistan, so it's very

difficult to completel-y rout them out. But we have been

saying to the Turkish Government that nothing is going to be

gained by escalating the situation in an unstabl-e

environment, and so thus far we've been able to use

diplomat.ic means. We've been able to use promises and work

together on intelligence sharing and information to try. t.o

deal wit.h the problem.

Chairman VüAXMAN. Thank yoü, Madam Secretary.

I am going to--we have three Members. l' m going to seL

the clock at 3 minutes. You are ent.it.led t.o 5. But when vou

aêê iIrc ar¿rr'ìrarl aêê if rznrr a'ãl'r r^7râñ lrn Ttm nn.l- nnina l-nrJU Can Wrap up. - Y-J-rrg Lo

deny anybody their time. And, Madam Secretary, I'm going to

give you t.he option of responding to whatever questions are

asked in writinq for the record.

Secretary RICE. Or perhaps I can get all- the questions

^-r T -.:,,^L racnnnrl ¡l- l-he end Che.irman.cLrILr a \-clrf j LrÞ L- ! çÞPvrfu a L Lr¡e ç¡¿q / v¡¡qr!

Chairman WAXMAN. V'IeI1, Iet' s try it. Is that

acceptable to those who have time?

Ms. Vüatson, you are the one who's nëxt.
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Mr. WATSON. Welcome agiain, Madam Secret.ary.

About 4-I/2 years ago I asked someone from the State

Department if we had planned on occupati-on and nat.ion

building, and t.he response was, t.hat's absurd. So t.he

Baghdad Embasby is a $750 million project to build t.he

largest embassy in the worl-d; yet the man in charge of this
project, James Golden, has not l-aid eyes on it for the past.5

months. And the committee interviewed Mr. Golden and his

deputy Mary French, and during the course of these

inLerviews, we learned that Ambassador Crocker ordered Mr.

Golden to l-eave Iraq i-n May, and he basically kicked him out

of the country, and Mr. Golden has not been al-lowed to return
since. And we've l-earned that Mr. Golden was escorced of f
t.he embassy compound by armed guards.

At our hearing in July we asked Ambassador Kennedy about

this, and he said that Mr. Golden's expulsion from Iraq
followed a discussion with Ambassador Crocker about operating

procedures. And since then we've been informed of the

allegatj-ons that Mr. Gol-den may have been expelled because he

at.tempted to cover up substandard work by the prime

contractor Fírst Kuwaiti--and r understand thal t.he reÐortr

that's been referenced has been unseal-ed for the last 2

years--and t.he contractor Fj_rst Kuwaiti after a mortar blew

through a waIl t.hat was supposed to be blast resistant.
So, Secretary, can you provide us with any more
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ínf ormat j-on about why the head. of this proj ecL Mr. Golden j-s

now persona non grata in Traq? And l-et me just. go through

these questions rel-ated and you can answer them al-l- at the

end or give the ans\^rers in writing.

Do you support Ambassador Crocker's decision? And you

can respond at the end. Mr. Golden acted in a manner that

required him to be expelled from Traq under armed guard, we

understand, and yet was it inappropriate for him to continue

managing a $750 mil-lion project even though he can't actually
go there and see it. So I just wanL the State Department to

clarify t.his.

And we're concerned about the cost of this ma-jor

project, and I was told in the beginning that we don't plan

to occupy, but it's going t.o be the largest. embassy in the

worl-d. I belj-eve there are 56 million people in lraq, and we

have l-,OOO people in there, looking aL employing 5,000.

Secretary RICE. Do you want to t.ake the other

questions, and then I will respond?

Chairman WAXMAN. However you wish.

Secretary RICE. Uh-huh.

Chairman WAXMAN. Thank you, Ms. Watson.

Ms. Norton.

Mr. NORTON. Thank vou.

And thank you, Mr. Chairman.

And thank you, Secretary Rice, f.or coming Loday. I have
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^ -.,^^þ.i^- {-lâ^È .i^ ^^^^ÉÈI^'lIr¡ remcdr¡-oriented.c|. qL¿gÞL--L(r¡l L-rrctL f Ð cÞÞerrLraf !ì/ !çrltEu-v -v!

As I l-isten to your testimony in hearings before us

about Blackwater, about corruption in lraq, I kept Lhinking,

well, there should be a ready-made vehicle for this, and

agencies use it. And I'm referring t.o the inspector general.

The inspector g'eneral at the St.ate Department i-s lloward

Krongard, and we have had very, very disturbing testimony

from many officials. We viewed very serious problems in, of

all places, the IG's Office. Those are the kind of people

who expose the kind of corruption that we've been looking at;

t.hat he' s hal-ted investigations, censored reports, ref used Lo

cooperate even with law enforcement agencies such as the

Justice Department, and even to pursue possibly criminal

matters.

I must say since I've been in Congress, I've never heard

such allegatj-ons against an inspector- general. I can detail

some of this for you, but this comes from peopte

in--employees of the State DepartmenL who have come forward

to testify about serious problems in all three divi-sions of

your fG Office, Investigations, Audj-t and Inspections.

I wonder if you would be bet.ter served by a vigilant TG

which woul-d have enabled you to move forward on some of these

problems yourself, because it would have come from at least

from within the administration and not--and not all of it

from oversight hearings here in the Congress.
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Chairman WAXMAN. Mr. Murphv.

Mr. MURPHY. Thank you very much, Mr. Chairman.

And thank you for your pat.íence, Secretary Rice.

I'11 ask a fairly straight.forward question, and it's in

regards not necessarily to the val-ue of the services that
\¡rê'rê creff incr. and l-here,s been a lOt Of diSCUSSiOn hefe int s¡¿s

regards to thaL issue, but rather the profit t.hat many of the

companies, in particular t.he privat.e companj-es, Lhat are

operating in Iraq and Afghanistan are taking out. of these

contracts.

We had Erik Prj-nce, CEO of Blackwater, before this
committee several- weeks âgo, and his answers in regards to

quesLions--in response to questions from Mr. Duncan and Mr.

Welch and I regarding profit that Blackwater has taken out of

the profit, regardíng his salary as the head of a company

that makes 90 percent of t.heir money off of government

r-onf rar-1-s. hi S affswefS \^iefe \rer\/ f rollb'l'i -al.' a-¡=ai-'açv¿¡u!açuÐ, ¡¡rÞ aIIÞWEIÞ WçIË vçrJ ç!vsvrrrfYJy çVO-ÞIVg.

And what we gleaned from that conversation at the very

least \iüas that Blackwater's potentially making a 10 percent

profit., which on one contract al-one could be $85 million;

that Mr. Prj-nce's salary is potentially 10 times, maybe 20,

30 times, âs much as General Petraeus's salary is for leading

our troops on the ground there.
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RPTS JOHNSON

DCMN MAGMER

11,2 :58 p .m. l

Mr. MURPHY. I think the question is very simple.

Assuming that this is an issue that you find concerning, at

the very least don'L you believe that this Cong'ress and your

Department should have full disclosure of the profit that

these private conLractors are taking out of these contracts

and the compensation that the executives of these companies

are making?

Chaírman WAXMAN. Madam SecreLary, do you want to

respond?

Secretary RICE. Yes. fs that it?

Chairman VÍAXMAN. I think that is ic.

Secretary RICE. All right. Fine. Then I will respond.

First of all, I will respond in writing to You, Mr.

Murphy, and to Ms. Watson. Because there are personnel

issues involved here and particularly concerning--and, by the

way, Mary French j-s the owner's representative, and she is

t.he one who is on the ground all the time making sure that

things are good with the project.

So it j-s not that. the project has not had oversight,

Congressman Vüatson. It is t.hat we did make an adjustment,

but it is a personnel matter, and so I will not get into

that.



3268

SZOA

327 0

3277

3272

3273

327 4

3275

327 7

327 8

327 9

3280

328r

5 ZóZ

3283

3284

328s

3286

3287

5Zöö

5 Zö>

3290

329L

3292

HGO298.000 PAGE L36

Ms. WATSON. Thank vou.

Secretary RICE. If I may, though, and, also, T am

obviously not competent to talk about Blackwater'S balance

sheet, Congressman, but I will get back to you with the

-^.ì vi t- nf îr^r1r arracl-'i nnÞI/Ir¿U V! Jvu! YuçÐurv¡¡.

Now perhaps I coul_d use, however, cong,resswoman Norton's

question to make a point. Howard Krongard has said that he

wants very much to answer al-l- the questions and allegations

that have been put against. him, and he will do that. We have

also asked help from t.he Committee on Professional- Integrity

and Efficiency, which is an organization of senior IGs; and

so we will use their help.

But I want to focus on someLhing that you said, Ms.

Norton, which is that somehow the probfems were discovered

by--would have been discovered by the Inspector General.

Overwhelmingly, the problems that have been identifíed here

today have been discovered by t.he State Department in one way

or another. Whether it is t.he DynCorp issue concerning the

police contract, where I made a change in that bureau when I

first became Secretary, in which there were two internal

investigations by the Department of problems of contracting

in that bureau, in which there was then an outside review

ordered by the Assistant SecreÈary--the new Assistant

SecreLary to fu1ly review the project management in that

bureau. She came directly to me to say that. she Lhought we
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had big problems in INL; and I aut.horized her to fix them

which is why the number of contract officers in INL for t.his

contract has been going up, why the number of contract

offj-cers in general has been going up. So t.hat one was

discovered by, and being remediated by, the Department when

SIGIR came into the picture.

When it comes to various problems in the Embassy, t.he

#592 million part of the Embassy, which was what was

programmed when I became SecreLary in 2004, is being

completed, I am tol-d, ofl budget. Yes, Lhere have been some

problems in terms of get.ting it done on Lime. It is a

difficul-t security environment in which convoys can't always

aal- l-lrrnrrnlr
ìJee

It is al-so the case that when some of the problems were

identified by OBO's own inspectors that t.he company is being

given an opportunity to remediate those at t.he cost to the

company, and thaL once that remediation is done there wil-l- be

an external inspection by external actors of the work that

they have done. So, agfain, the Department's own processes

found these difficulties and has been remediating t.hem.

Ms. NORTON. But not the IG. And that was really my

question. f understand that you have been abl-e, and I

congiratulate you for what. you have uncovered, but systematic

review, failure to--

Secretarv RICE. Just a second.
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Ms. NORTON. --move forward--

Secretary RICE. Just a second. Just a second.

Ms. NORTON. --woul-d not apþear to be a maximum use of

the TG.

Secretary RICE. Just a second. Much has been done by

the IG as welI. It is Lo the IG that t.hen Acting Secretary

Nancy Powell turned to get. help on finding out what \^/as wrong

in INL. So the fG's office has, in fact., been very active,

Ms. Norton.

Sometimes the IG is the way that we find these things.

Sometimes it is management instinct, âs it was for me when I
t-lrnrrnl-rt- {-hara ç¿g a problem in INL and moved in t.he first.9¡¡vu:,¡¿99.y.

week as Secretary to deal with it.. Sometimes it is a problem

that comes up through an incident, âs is t.he case with

Blackwater. Sometimes it is a problem t.hat ís identified by

a new management team coming into an area and says you have a

problem there, Iet us remediate it. But that is the nature

of managing a complex organization, particularly when we are

doing things like we are doing in Iraq in a time of war.

So I just want to underscore that the SIGTR process is

one in which they go to our people to interview and to see

what problems our people in t.he State Department identify. I

have been very well served by the SIGIR process. I have a

very good relationship with Stuart Bowen. I meet with him

frequently, and we have cooperaLed with him frequently. But
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it would be incorrect to feave the imrrression that somehow

either the Oversight Committee or, for that matter, SIGIR has

uncovered problems that in many cases the State Department

f ound itsel-f .

Ms. NORTON. But, Madam SecreLary, you have not been

well served by your IG. And, Mr. Chairman, I understand that

we are going to have a separate hearing on the TG at the

State Department. precisely because so many issues have been

raised.

Secretary RICE. Yes. I would like to finish my--I

think I was supposed to respond at the end.

Chairman WAXMAN. Yes. Your time to respond and then we

are going to conclude the hearing.

Secretary RICE. Thank you.

So, agiar-n, Lhe IG wishes to respond to the allegations.

We have asked for a referral- of the case to this bodv. But

good management is not relying on an IG to ident.ify problems.

Good management is having managers who identify problems.

Good management is knowing when you sense t.hat something is

wrongf, âs I sensed with t.he Department of INL when I became

Secretary.

That is why I made a change in leadership there. That

is why I brought an experienced temporary head for that

Department, who began--for that bureau who began the process

of remediation. That is why I brought one of our mosL
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experienced ambassadors who had police training experience in

Colombia. She made major changes.

And, again, if you read the SfGIR report, it notes that

there have been considerable efforts made in that bureau to

improve contract management oversight; and those efforts are

nninn l-n nnnl-inUe.Yv¿¡¡Y uv

So thank you very much, Mr. Chairman. I am very glad to
L11,â hã^ ãñ ^nnort-rlnitv to renor1- ôn fhe effOfts theIICI V ç ¡fcLUL 4tr VI/}/V! ç Urrr uJ Lv ! çyv!

Department has made to deal with t.he multiple management

challenges.

Chairman WAXMAN. Well, Secretary Rice, I can/L thank

you enough for your willingness to be here. And no one on

t.his commiLtee, Democrat or Republican, underestimates or

minímizes the challenges that you face over a broad number of

íssues.

I do want to te1l you that the suggestion was made that

those of us who are concerned about corruption in Iraq are

far rrrr'l 'l incr orrf nf Trâ.r if there is cOrruption in the Iraqi!v! yu¿¿¿¿¡: vuu vÀ ¿! e\a +r

Government. Our concern is that if there is corruption in

the Iraqi GovernmenL then this government is not going t.o be

able to have a political reconciliation. It is not going to

get the support of its own people. It, in fact, is going to

make ít impossible for us to accomplish our goaÌs in Iraq.

And we did hear from several State Department people who

told. us that fighting corruption r^Ias not. only completely
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dysfunctional-, but they, the two State Department agencies,

actually boycotted each other's meetings. lüe did hear from

,Judge Radhi that.30 of his people, when they tried to deal
r.zìÈlr nnrrrrnl-i6¡ internallr¡ in Trecr. \^7êre kil'lerì. enfl he had¿¿¡ r!qY, Yvu!v Jl¿¿JUv/ q¡¡u

to leave and seek refugee status in the United States.

So if there is an epidemic of corruption, which is the

term t.hat was used by Stuart Bowen, that is undermining

polit.ical reconciliation, and he believes also that it j-s

funding the terrorists, I think it is a concern that we both

share. But I wouldn't vûant anybody to leave this hearing

with the impression that those of us who are concerned about

it are concerned about. it because we want to nuII out of

Iraq.

Secretary RICE. I really appreciate that clarifj-cation,
Mr. Chairman. I think that is a very important point,

because we are going to have to work on this and fight it
together.

And if I may just renew an invj-taLion, I don't know when

you were last in lraq, but I think it woul-d be useful if you

or any member of the committee to come.

Chairman WAXMAN. I was t.here a couple years âgo, and f
would be happy to go again. Perhaps you wil-I ínvite me to go

wit.h you. I would enjoy the opportunity.

Mr. Davis.

Mr. DAVIS OF VIRGINIA. I need to go along and make sure
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Henry is seeing the right stuff.
Mr. Chairman, thanks for calling this hearing.

I think a couple things this hearing has shown. Number

one, U.S. tax dollars aren't going for terrorists. They

aren't being spent corruptly by an lraqi GovernmenL. The

construction of the Iraqi Embassy is a fixed-price contract;

and, like all contracts, major construction contracts I have

ever been associated with, there are punch-list items that
need t.o be completed on the conLractor's tab. That in poj-nt

of fact. allegations, seal-ed indj-ctments and so on, there have

been no resolutions or no convictions on these; and under

current code, under the current law, that is not a reason for
debarment.

Now we can always revisit that if we want do that. We

tried--t.he previous administraLion t.rj-ed this under what was

called bl-acklisting regulations, and they got repealed very,

very quickly because they were found to be inoperable. Vüe

can have that debate. But what has hapnened here is the

Secretary has fol-l-owed the Iaw; and I think, âs I said, that
can be an issue for the commi-ttee down the road. But it is
cert.ainly outside the purview of the Secretary of State, who

has followed the current law.

In fact, what we have found j-s when agency heads step up

to resolve issues outsj-de the proverbial regulat.ory or

statutory box we are the first ones to call them up here and
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find out why they didn't fol-low the law.

Madam Secretary, you are doing the best that you can;

and f think the question we should have asked you is, how can

we help you? What legal changes are needed to help you get a

\¡êr\/ \¡êr\/ diffir.rr'lI inl-r dr¡¡g!vç!J/ vL!J s!!!!çsre Jvv uL

You have acquitt.ed yourself and the State Department

well today, in my opinion; and I am proud of the job you are

doing. Thank you.

Secretary RICE. Thank you very much.

Chairman V'IAXMAN. We \,vant to help you, but we also wanL

a¡^ri l-n l.laln rrc rln arrr ìn}-.rvs $p qv vs! )vpt which means give us the

information we need to reTrresent our constituents. And I

appreciate your wJ-llingness to do that.

Secretary RICE. Thank you very much.

Chai-rman WAXMAN. That completes our business. The

committee stands adiourned.

[V'Ihereupon, at 1 : 09 p. m. , the committee was adj ourned. I




